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This edition of Opinions focusses 
on the Annual Report of the 
Auditor General and includes an 
article on media reaction to the 


report. 


I am frequently asked if -- once the 
tumult and headlines that greet 
each year’s report die down -- it 
has any real long-term impact. 


Indeed it does; often in quiet ways. 
There is a recent illustration of this 
impact. In successive reports, our 
audits have emphasized the need 
for a fundamental restructuring of 
Canada’s public service. In 1983 
we reported our study of 
Constraints to Productive 
Management in the Public Service. 
A 1987 audit zeroed in on specific 
problems in the management 
category. Our most recent report 
contained a major follow-up to that 
audit, and also reported on the 
government’s Incentive Award 
Plan. 


In Chapter 1 of my annual reports 
-- which highlights major issues 
revealed by our audits and studies 
-- | have several times written of 
the need for wide-ranging changes, 
if Canada’s public service is to 
remain among the best in the 
world. In 1988, discussing our 
study of the Attributes of 
Well-Performing Organizations, I 
stated my conviction that a more 
"entrepreneurial public service 
would be good for Canada". 


At the conclusion of my most 
recent Chapter 1, I summed up my 
concerns in a section headed 
"People: The Most Important 
Resource of All", citing the 
external and internal challenges 
facing the public service, 
reiterating the need for reform and 
observing that successive 
governments "have only been 
playing at the margins: new 
legislation is required". 


On 12 December 1989, Prime 
Minister Brian Mulroney 
announced a major initiative to 
renew the Public Service of 
Canada - Public Service 2000. In 
doing so, the Prime Minister not 
only stated that "this need for 
change has been endorsed by the 
Auditor General in his most recent 
report"; he also singled out the 
specific needs identified in our 
studies and audits for 
"simplification, greater devolution 
of authority and responsibility, and 
increased efficiency". 


The reports of my Office are, of 
course, only one factor in bringing 
about this new initiative. But there 
can be no doubt that their impact 
has been very significant. 


And there is another important 
aspect to all this. When our reports 
are published, the media’s focus is 
largely on the so-called "horror 
stories" revealed by our audits. But 
I like to think that the far more 


From the Corner Office 


essential role of my Office is its 
creative contribution toward 
making the machinery of 
government operate as 
economically, efficiently, and 
effectively as possible. That’s what 
really serves the taxpayers of 
Canada. 


Our reports and Public Service 
2000 are both positive steps along 
that road. 


Pliaclolgl2 


Kenneth M. Dye, F.C.A. 
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Tabling the 1989 Report 


by Mark Hill, Principal 
Parliamentary Liaison 


The Auditor General’s (AG’s) 
Report to the House of Commons 
for the fiscal year ending 31 March 
1989 was tabled in the House on 
24 October 1989. In this article 
Parliamentary Liaison Principal 
Mark Hill discusses a number of 
aspects surrounding the tabling of 
the AG’s 1989 Annual Report. 


Process 


Tabling is the process by which the 
Auditor General’s Report is 
formally presented to the House of 
Commons -- in effect, the Report is 
laid upon the table of the House. 
Once tabled, the Report, previously 
treated as highly confidential and 
kept under close security, becomes 
a public document. 


Under the Auditor General Act, the 
Auditor General’s Annual Report is 
tabled in the House of Commons 
by the Speaker. A reflection of the 
independence of the Auditor 
General, this practice contrasts 
with the tabling of departmental 
and other agency documents which 
are tabled by the responsible 
Minister, usually at a time fixed in 
the daily order of House business 
for the tabling of documents. 
Alternatively, many of these other 
documents are tabled simply by 
depositing them with the Clerk of 
the House on any sitting day. 


In recent years the Speaker has 
tabled the Auditor General’s 
Report at 2:00 p.m., just before 
Members’ statements and Question 
Period. This timing has been 
chosen to provide Members of 
Parliament (MPs) the opportunity 
to deal with the Report at an 
appropriate time in the House, 


Question Period, very shortly after 
the Report becomes a public 
document through the tabling 
process. 


For the OAG, tabling day is much 
more than the simple laying of a 
document upon the table in the 
House. Many hundreds of hours 
have been spent by audit teams, 
some of them reassembled for the 
purpose, and OAG support staff in 
assembling documentation and 
preparing briefing notes for the 
Auditor General. The AG 
personally devotes many hours to 
briefings by each audit team and to 
reviewing the Report for which he 
bears ultimate responsibility. 


~ 


At 10:00 a.m., interested Members 
of Parliament are invited to attend 
an "MP Preview" of the Report 
which is formally hosted by the 
Chairman of the Standing 
Committee on Public Accounts. 
Concurrent with the MP Preview 
and in the same room, the Public 
Accounts Committee meets in 
camera with the Auditor General 
and receives an informal briefing 
on the contents of the Report. 
Unlike members of the media in 
the media lock-up, MPs may leave 
the Preview at any time; however, 
they undertake not to divulge the 
contents of the Report until it is 
tabled at 2:00 p.m. Following the 


Auditor General Ken Dye (centre) exchanges comments with PAC Chairman 
Len Hopkins (left) and New Zealand Auditor General Brian Tyler (right) on 


tabling day. 


Tabling day begins at 9:00 a.m. 
with a "lock-up" for interested 
members of the media. The 
lock-up is usually well-attended by 
upward of 100 media 
representatives who undertake as a 
condition of attending the lock-up 
to remain in the room and to not 
report on the contents of the 
Annual Report until the document 
is tabled in the House at 2:00 p.m. 


tabling of the Report, the Auditor 
General meets with the media at 
the National Press Building to 
answer questions -- he does not 
attend the media lock-up in the 
morning of tabling day. 


Roughly two days after the Report 
is tabled, the Public Accounts 

Committee holds a public meeting 
on the Report at which the Auditor 
General will be questioned on any 
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Some PAC members glance at the main points booklet while meeting in camera 
with the Auditor General. 


aspect of the document. Unlike the 
tabling day in camera meeting 
where MPs are seeing the Report 
for the first time and may not be 
well versed in the issues raised, 
this first public meeting comes 
after Members have had some 
opportunity to study the Report 
and to consider the reaction of the 
media and the Canadian public. 
The lines of questioning are 
usually much more detailed and 
penetrating at this meeting. During 
this meeting the Committee also 
considers the priority matters 
suggested by the Auditor General 
as topics for early Committee 
hearings. After this hearing, the 
Committee begins scheduling 
hearings based on its priorities and 
interests; hearings on the Report 
continue until the next summer or 
possibly into the fall and up to the 
tabling of the next year’s annual 
Report. 


The 1989 Report 


While about the same size as the 
1988 Report, the 1989 Report 
contains a greater number and 
variety of messages. There are 28 
individual chapters compared to 21 
in 1988 -- 17 audit notes, 
compared to 12 in 1988. It was 
expected that this would create 
quite a challenge for 


Parliamentarians generally, and the 
Public Accounts Committee 
specifically, to sort out and to 
select the issues of importance for 
further detailed discussion. 


At the request of the Public 
Accounts Committee several years 
ago, the Auditor General began to 
provide a letter suggesting possible 
priority subjects for early hearings. 
The purpose of such a letter is to 
help the Committee sort through 
the vast array of significant matters 
set out in an annual report and to 
select those that, for such reasons 
as the urgency of corrective action 
required, the magnitude of 
expenses involved, or public 
interest in the issue demand early 
resolution. While the PAC takes 
this letter into consideration, it is 
only one of several inputs that the 
Committee uses in selecting 
subjects for hearings. There is 
absolutely no assurance that the 
Committee will select some, many, 
or few of the suggested issues for 
consideration. 


MP Interest Up 


Roughly twice as many MPs and 
staff as in 1988 attended the MP 
Preview for the 1989 Report. The 
increase in attendance was quite 
probably due, at least in part, to 
locating the Preview in the Centre 


Block and closer to the Chamber 

than was the case in recent years 

when the Preview was held in the 
West Block. 


In a departure from recent years, 
the PAC scheduled its in camera 
briefing with the AG for the 
beginning of the MP Preview 
rather than the end. This led to 
participation by a large number of 
MPs representing a wide variety of 
interests and lines of questioning. 
The end result was a very thorough 
and wide-ranging discussion of 
several matters raised in the Report 
and this undoubtedly had some 
effect on the liveliness of the 
ensuing Question Period later on 
tabling day. 


Lively Question Period 


In recent years we have become 
accustomed to there being only one 
or two questions on the Report, 
often from the Chairman of the 
Public Accounts Committee, in 
Question Period on tabling day. 
This year, the Report dominated 
Question Period with some 14 
questions on a variety of Report 
issues. 


The most common issues raised in 
Question Period were the denial of 
access to information about 
ministerial travel (chapter 6), 
emergency preparedness (chapter 
27) and the transport of dangerous 
goods (chapter 22). The interest in 
these Report issues may well be 
reflected in early hearings by the 
PAC. At the time of this writing the 
PAC was well into hearings on 
Chapter 6 - Denial of Information 
about Ministerial Travel. 


Video Presentation 


For a number of years the Office 
has been preparing video 
presentations, on a pilot basis, of 
selected portions of the Annual 
Report. These video presentations 


Opinions 3 


4 Opinions 


Treasury Board’s President Robert de Cotret (centre), discusses the issues 
raised in the Report with Ken Dye (left) and New Zealand Auditor General 
Brian Tyler (right). 


are intended to help busy Members 
of Parliament come to grips 
quickly with the important issues 
set out in each report. 


The form of the video presentation 
has been adjusted from year to year 
and 1989 saw a major shift away 
from the form of earlier video 
presentations which tended to 
concentrate on individual chapters. 
For 1989, the video presentation is 
focussed entirely on Chapter 1 -- 
Matters of Special Importance and 
Interest -- and has a running time 
of about 16 minutes compared to 
8-10 minutes for earlier 
productions. This new format 
provides an outline of the major 
issues dealt with in the Report 
from the Auditor General’s point of 
view, compared to earlier 
presentations where each video 
dealt with one chapter or issue 
area. The thought is that MPs may 
be prepared to spend a little more 
viewing time in order to have a 
broader exposure to the more 
important issues. 


As in prior years, the video 
presentation was screened on the 
Parliamentary television network 
(OASIS) continuously throughout 
tabling week. It is now available 


on this network on a demand basis 
to individual MPs and their staff. 
The acceptance of this video 
presentation will be monitored 
carefully as the Office seeks to find 
the best way to service MPs’ needs 
using this contemporary medium. 


EDP Report Version 


The 1989 Report is being made 
available to MPs on 3 1/2 and 5 1/4 
inch diskettes complete with a 
powerful text search program. The 
diskettes can be run on IBM 
equipment like the PC, XT, AT and 
PS/2 and compatible equipment. 
This EDP version of the Report 
allows an MP to quickly search the 
entire contents of the Auditor 
General’s Report to determine 
whether and, if so, where the AG 
has commented on any particular 
topic, location, government 
program, or other search parameter. 


The EDP report version can be 
installed on a Member’s office 
computer in a matter of minutes 
(we will be happy to assist). The 
software is very user-friendly and 
can be learned in a matter of 
minutes by someone with a basic 
familiarity with computers. 


After Tabling 


Shortly after the tabling of the 
Report, the PAC began public 
hearings on selected issues. In the 
first few weeks, the Committee 
held hearings on Chapter 6, Denial 
of Information about Ministerial 
Travel, and an audit note 
concerning the government’s 
failure to close a loophole in the 
Excise Tax Act at a cost of some 
$350 million dollars per year. In 
addition to public hearings on 
topics from the 1989 report, the 
Committee has continued its work 
on earlier topics including the 
Organization and Activities of the 
OAG. 


The tabling of the Auditor 
General’s Annual Report is an 
important event in the annual 
affairs of the Office. It tells 
Canadians about the past year of 
work of the Office and 
simultaneously sets the stage for 
many of the activities of the PAC 
for the coming year. 


Hearings on the 
report continue 
until the next 
summer or 
possibly into the 
fall and up to the 
tabling of the next 
year’s annual 
report. 


The tabling of the 1989 report was 
the first for the current Public 
Accounts Committee which was 
appointed this past April. The 
approach of this Committee to the 
tabling of the Report and its 
approach to setting priorities for 
hearings would suggest that the 
coming year should be a busy one 
for the Committee and the Office. 


Media Response to the 1989 
Annual Report 


The Auditor General’s Report was 
tabled on 24 October 1989. 
Eagerly awaited by journalists and 
Members of Parliament, the 
release of this document generated 
both favourable and critical 
commentary in the press. In this 
article, Hladini Wilson, Opinions’ 
contributing editor, explores the 
media reaction to the Report. 


Ministerial travel came in well 
ahead of other contenders for the 
media’s issue-of-the-year award 
when Auditor General Kenneth 
Dye presented the 1989 Annual 
Report to Parliament in October. 


The upcoming goods and services 
tax (GST) took second place, with 
coast guard affairs coming ina 
distant third in news reaction to the 
AG’s "annual diatribe" (Financial 
Times of Canada, 30 October). 


Other matters to garner headline 
positions were the exorbitant 
escalations in cost and time for 
several capital construction 
projects, the lack of adequate 
emergency preparedness, the 
aborted leak of the Report itself, 
and the question of how National 
Parks is managing on a severely 
restricted budget. 


Early media coverage touched on 
the question of whether social 
service program funds actually 
help the needy and the need to 
increase efficiency through 
streamlining government computer 
and telecommunications systems. 


Additional Report issues singled 
Out by the media were the 
diversion of Atlantic Canada 
Opportunities Agency (ACOA) 


The press lock-up on tabling day. 


grants slated for the Maritimes, the 
invisible deficit on foreign loans, 
the widespread abuse of 
unemployment insurance, the need 
to promote incentive awards, and 
the inconsistency in consular aid to 
Canadians abroad ("Girl Lost Foot 
After Embassy Refused Aid" - 
Ottawa Sun, 25 October). 


There were many articles dealing 
with ministerial travel. In response 
to Privy Council Clerk Paul 
Tellier’s statement that the honour 


system governs spending and that 
Dye will not be allowed access to 
ministers’ receipts for travel, Ron 
Collister echoed Dye’s distress: 
"What we can’t find out in such a 
small area as ministerial expense 
accounts, makes us wonder about 
... the larger decisions ... and how 
much we really know about the 
way our money is spent." (The 
Edmonton Sun, 17 November). 


The travel receipt controversy gave 
the Liberal party a chance to snipe 
at the Conservatives, so Grit-Tory 
crossfire rang across the wire 


service briefly. The major 
accusation was a recent, 
inexplicable change in Treasury 
Board guidelines that "doctored 
out" a rule advising ministers to 
submit travel receipts to the 
Auditor General. 


The second-place issue was the 
proposed nine percent goods and 
services tax, which is intended to 
plug a $350 million loophole in the 
present 13.5 percent federal sales 
tax on manufactured products. 
Most newspapers picked up on the 
point that with a GST, "legal" tax 
evasion by a few wealthy 
businessmen would place a higher 
burden on the average citizens who 
do pay their taxes. 


Moreover, inefficient collection 
operations at Revenue Canada 
have cost $1.5 billion since 1985, 
and the situation will be even more 
difficult to manage when the GST 
takes effect in 1991. Dye’s 
investigation, said the Ottawa 
Citizen, “revealed a bureaucracy 
already bogged down and close to 
losing control..... The 1500 


employees currently collecting 
sales taxes are already in over their 
heads". 


The Financial Post articles entitled 
"Tighten belt or raise taxes" and 
"Flaws in sales tax collection raise 
doubts about GST: Dye" indicate 
that enforcement, auditing, and 
identification of tax offenders is a 
better means of closing up the 
present tax loophole than levying a 
GST, which would "involve more 
than a million taxpayers" and ; 
require 4,000 extra staff. 


A Globe and Mail headline, 
"Federal tax increases not 
necessary, Dye says," prompted a 
Letter to the Editor from Ken Dye 
himself. He disclaimed such 
"speculation about the necessity or 
otherwise of new taxes." He was, 
rather, questioning the 
government’s ability to rise to the 
"challenge" of collecting the GST. 


Among the major "horror stories" 
of the Report highlighted by the 
media were the accounts of the 
millions of dollars squandered on 
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five poorly planned and badly 
executed construction projects. 


An ocean research centre at Mont 
Joli, Quebec, was "the biggest 
boondoggle" (Calgary Herald, 25 
October) and could end up costing 
taxpayers $77 million, a far cry 
from the $17 million in the original 
1984 budget for the project. 


Keeping an eye on hidden costs 
and construction delays is a major 
function of the Auditor General, 
and his reputation for success in 
this area was reflected by the 
Ottawa Sun (25 October): 
"Accountants let numbers speak; 
Dye makes them sing." 


A flurry of concern over 
government security whirled 
briefly through the news when a 
university student in Ottawa found 
a videotape of the Annual Report 
inadvertently left ina rental VCR 
machine the night before Dye 
tabled the document in Parliament. 


King, The Ottawa Citzen 


The student took the video to 
CJOH-TV, whose decision not to 
release the contents of the Report, 
but to zero in on the carelessness 
of government officials, was met 
with scorn by the Ottawa Citizen 
columnist Tony Atherton. He 
accused station manager Max 
Keeping of being "self-righteous" 
and afraid to risk controversy. 


The French-speaking press had 
fewer articles about the Report 
than the English, but expressed the 
same opinion that Ken Dye and his 
audit team are necessary 
instruments to keep the 
government in line. Claude 
Masson of La Presse said: 


"La présence d’un vérificateur 
général des finances publiques, 
tant 4 Québec qu’a Ottawa, est 
sirement agacante pour quelque 
gouvernement que ce soit. Mais 
cette institution demeure capitale 
dans un pays démocratique ou 
l’utilisation des fonds publics doit 
€tre scrutée a la loupe et ow la 
transparence doit €tre un des 
principes 
fondamentaux de 

P administration 
publique." 


"A leaner Ottawa still 
wastes millions" 
(Montreal Gazette, 25 
October) headed one of 
many articles 
pinpointing the Auditor 
General’s overall 
assessment that 
although the public 
service is giving better 
value for the taxpayer’s 
dollar, more effective, 
flexible leadership is 
needed to achieve 
greater efficiency. 


The Halifax Daily 
News described media 
reaction to the 
presentation of the 
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Report as "The nation’s 
odd, comic ritual," 
which causes "outrage to 
spread across the land." 
(28 October) For four or 
five days, he said, 
"columnists rant, 
editorialists pontificate, 
broadcasters bluster." 
But after the inevitable 
embarrassment of 
officials and their 
promises to do better, 
"the players in this 
tragi-comedy get on 
with other things." In 
short, "despite Dye’s 
valiant efforts, one does 
wonder whether the 
exercise makes that 
much difference." 


Follow-up articles 
highlighted approval to 
audit the Senate, the 
continuing federal 
refusal to divulge 


receipts necessary for 

the audit of Cabinet ministers’ 
travel expenses, and the Auditor 
General’s recommendation that a 
hotline be set up for anonymous 
tips on government misuse of 
money. 


However, in the long run, it was 
not the issues but the man 
responsible for bringing the hidden 
stories to public attention who 
emerged as champion of the 
printed page. 


Various editorials and articles 
billed Kenneth Dye as a "diligent 
servant of the people" (Edmonton 
Sun, 27 October), a man of 
"consistent and continuing 
integrity and independence, 
(whose) "bulldog qualities and 
incorruptibility make life hell for 
Mulroneyites" (Ottawa Sun, 29 
October), and a "nitpicker (with) 
some nits worth picking" 
(Montreal Gazette, 26 October). 


Vancouver Sun’s Jim Coyle added 
to this portrait of Dye, the "pit-bull 
terrier of the bean-counting set 
(who) will sink his teeth once 
again into the flabby shanks of 
government" (24 October). Coyle 
defended Dye against criticism 
"for allegedly overstepping his 
bounds" as parliamentary 
watchdog. Dye, he said, practises 
what he preaches: "He turns out 
the lights when he leaves his 
office, makes do with the cheapest 
of pens and travels economy class." 


" 


Ian Austen of Southam News 
compared the present role of the 
Auditor General with that of three 
decades ago (Ottawa Citizen, 26 
October) and maintained that 
although "his power has grown 
enormously," he is up against "the 
same roadblock: cabinet secrecy," 
that all his predecessors met. 
Austen illustrated the closed-door 
attitude of the government by 
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MacKinnon, The Halifax Chronicle-Herald 


quoting Federal Court of Appeal 
Justice Louis Pratte: "The role of 
the auditor general is neither to 
criticize legislation nor pass 
judgment on decisions." But 
although Dye has given up going 
to court to get his way, he is by no 
means "backing off his request for 
full details on ministers’ journeys." 
This request, says Austen, holds 
"tremendous potential for political 
embarrassment," which seems to 
be the AG’s only weapon. 


Overall, the Auditor General and 
his Annual Report have survived 
media scrutiny through yet another 
year, Ken Dye’s ninth of ten in 
office. Labels portraying him as 
"arrogant, a publicity seeker, and 
an empire builder" by those 
exposed under the revealing light 
of the Auditor General’s audit team 
are rejected by the majority of 
reporters, who back Dye as a 
winner. 
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An Interview with the Auditor General 


The 1989 Annual Report contains 
28 chapters and is over 600 pages 
in length. The Auditor General is 
fully conversant with every issue 
discussed in the Report. Each 
chapter receives his personal 
attention. He is knowledgeable 
about the audit work completed for 
each chapter, and the clearing 
process with each department. As 
well, he alerts the Public Accounts 
Committee (PAC) to what he 
considers the major issues in his 
Report. 


How does he do it? In this 
interview, Reports and 
Communications Principal John 
Zegers and Opinions Editor Ann 
Wesch discuss the 
behind-the-scenes work the Auditor 
General does in putting his 
personal stamp on the Annual 
Report. 


Opinions: To begin, how would 
you characterize this year’s report? 


K. Dye: I think it was similar to 
previous years. Its format was 
similar; the issues were of about 
the same significance. It was not a 
theme report such as the Financial 
Management and Control Study 
year. It really presented quite a 
smorgasbord of issues. In terms of 
quality, I think it was well done; 
and it was well received. All in all, 
I thought it was a very good report; 
I was pleased with it. 


Opinions: How do you become 
acquainted with the mass of 
material that goes into the annual 
report? 


K. Dye: I get acquainted initially 
through the planning process. I’ve 
got a good idea several years ahead 
of what the rotation of audits is and 
the commitment of resources. As 
we get closer, say 18 months 


| before the report, I start to see the 


cost buildup on projects and I 
know who is responsible for what. 
In addition, I attend some of the 
advisory committee meetings. I 
probably get the best in-depth 
knowledge of the progress of an 
audit through the advisory 
committee meetings. They all 
have good briefing notes for their 
advisers. If principals think to 
invite me, I attend, and I take the 
time to read all the briefing 
material. These meetings really 
give me a chance to assess both the 
quality of advice we are getting 
from advisers, and the ability of 
the team to stick to key issues and 
make their points succinctly. It’s a 
very good opportunity for me to 
get the feel of the audit. I probably 
attend at least one advisory 
committee meeting for each audit. 
Generally, chapters have between 
two and four advisory committee 
meetings. 


Opinions: At what stage do you get 
involved with drafts of chapters? 


K. Dye: _ I start seeing the first 
Principals’ Drafts in late May and 
early June. I work electronically; 

I don’t use any paper. All the 
drafts come out of the computer. I 
continue to read them as they settle 
down and go through all the 
advisory processes and we see the 
final report. 


What is really handy for me to 
solidify my knowledge of what’s in 
the report is the briefing notes. 
They begin to flow in August and 
September. Again, they come in 
electronically. They’re nicely 
designed so an issue fits on a page. 
I read thousands of pages of 
material on my computer. I’ve 
saved a lot of trees. By the time 
I’ve read all the chapters and all 
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the briefing notes I’ve got a fair 
feel for what’s in the annual report. 


Then we have briefing sessions. 
Every author gives me a run-down. 
I’m usually able to respond to them 
based on what I’ve read and the 
briefing notes. The briefing 
sessions are short presentations 
that highlight the significant issues. 


This briefing process has evolved 
over the years I’ve been Auditor 
General. In the first years the 
briefings weren’t very good. I 
didn’t know what the main points 
were; I had to extract points myself 
and make my own notes. Now 
we’ve got the main points that 
come in from the teams 
electronically on one page. It’s 
certainly improved the briefing 
process. It’s really good now. 


At the same time I think there’s 
been an improvement in the way 
we write the report as well. We are 
using shorter sentences; we are 
using punchier more active 
language. I try very hard to get the 
significant issues understood and 
presented in a way that I can 
explain them to someone else. I 
think one of the things I’m capable 
of doing is taking something 
reasonably technical or complex 
and explaining it so that the taxi 
driver in Hamilton can understand 
what I’m talking about. 


Opinions: How does the annual 
staff briefing fit into the process? 


K. Dye: The annual staff briefing 
really reinforces in my mind the 
issues in the report. It’s 
tremendously useful to me to sit 
there as a part-time participant, but 
mostly an observer, of the process. 

I learn a great deal in that day 
because the issues are quite 


innovatively presented, not too 
technical, and people are more 
relaxed. I find it an immensely 
useful day in preparing to table the 
Report. 


Opinions: What are the final 
stages? 


K. Dye: When I have to brief 
ministers in order to make them 
aware of what’s going on, I go 
through all my briefing notes and 
the chapter again. 


Before tabling I re-read the entire 
report. I do this over the course of 
a week. It takes about 14 hours to 
read the report from one end to the 
other. In the last week I usually 
read only the briefing notes. And I 
go through them many, many 
times. Some chapters get more 
review than others -- depending on 
my level of interest in the topic. 


Then we are ready for tabling and 
my focus switches slightly to areas 
of Public Accounts Committee 
(PAC) and media interest. I try to 
anticipate their questions; so I 
focus on these issues. The night 
before I table I go through all the 
main messages and highlight the 
ones that I think it’s especially 
important to convey to Parliament 
and the PAC. I try to prepare a 
one-hour presentation of what’s in 
the Annual Report. By then I 
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know about as much as I’m going 
to about what’s in the Report. 


The next time I get up to speed on 
issues is if the PAC calls a hearing. 
Then we go through a briefing 
process again and I have meetings 
with the team. 


Opinions: How do you decide on 
what issues go into Chapter 1? 


K. Dye: Most Chapter 1 issues 
come out of ideas that pop into my 
head over the course of the year. A 
lot of ideas come out of advisory 
committee meetings. Some ideas 
come from senior management and 
some stem from their attendance at 
advisory committee meetings. We 
try to find themes and link issues 
together. Issues are related -- it’s 
interesting how you can see an 
issue in one department and a 
similar one develops in another 
department. We try to link these 
issues and develop these into 
themes for Chapter 1. 


Opinions: What is your view of the 
media coverage the Report 
received? 


K. Dye: I think the media are 
pretty good. I’m grateful for their 
coverage because it’s reasonably 
complete. By the time they’ve 
attended the press lock-up the 
media have done a good job of 
covering most of the significant 


issues. We get reasonably good 
accuracy because we work with the 
media in the lock-up. We get 
reasonably complete coverage, not 
all of which gets on the front page. 
The front page issues are the things 
that sell newspapers. I guess I find 
that understandable if not always 
constructive to the work of the 
Office. 


We get lots of coverage. The 
Office seems to be well known on 
the street as being effective. I feel 
we have the respect of the public 
and the Cabinet. I think there’s 
about the right level of awareness 
of the Audit Office in the 
government. 


One of my measures of the public 
impact of the Annual Report is the 
number of cartoons. That may not 
be an appropriate performance 
measure but it’s useful to me. 
There were 11 cartoons this year. 
That’s a pretty good harvest from 
one report. We don’t do anything 
to encourage that; it just happens. 


Opinions: Do you have comments 
about next year’s report? 


K. Dye: Well, I think it’s going to 
be more of the same. Again, I think 
it will be a potpourri of issues. I 
have no intention of making it a 
swan song. It will be more of the 
same well-articulated professional 
issues. 


O 


Strengthening Accountability 
Relationships 


A reporting mechanism is needed to foster mutual trust between 
management and its governing body. 


by Henry McCandless, Principal 
Professional Practices 


This article was first printed in the 
October 1989 edition of CA 
Magazine, published by the 
Canadian Institute of Chartered 
Accountants, and is reproduced in 
Opinions with the kind permission 
of the author and CA Magazine. 


After a decade of experience in 
value-for-money auditing, we have 
yet to fully examine the 
relationship of audit to 
accountability and the means of 
strengthening accountability 
relationships between public sector 
management and its governing 
bodies. The Canadian 
Comprehensive Auditing 
Foundation’s major study on the 
reporting of effectiveness raised 
the issue and suggested directions. 
The question is, what can the 
auditing community do to help 
strengthen accountability 
relationships? What is the external 
auditor’s role? 


Although management is normally 
expected to report on its 
performance and the auditor to 
attest to its fairness and 
completeness, this is not the case 
in the public sector. Legislation has 
made the auditor the performance 
accountant for value for money, in 
effect doing management’s job for 
it, and there is no requirement for 
management itself to report 
adequately. In the political context, 
with appointed bodies and elected 


councils or legislatures interacting 
with accountable elected 
executives and public sector 
management, the appropriate audit 
information the value-for-money 
(VFM) auditor should supply isn’t 
always an easy matter. 


In Canada, auditing and reporting 
requirements for VFM audits vary 
considerably. They can require 
reporting only observed 
deficiencies or can empower the 
auditor to assess economy, 
efficiency and effectiveness. 
Auditors who concentrate on 
deficiencies respond to charges of 
undue negativism by also 
reporting, along with the 
deficiencies, some "balancing 
positives." 


But if accountability is the true 
object, it’s time the auditing 
community visibly encouraged 
management to do its own 
performance reporting rather than 
continue doing the job for it by 
assuming the direct reporting role. 
The advantages of having public 
sector management report on its 
own performance, rather than 
simply react to the external 
auditor’s public assessments, are 
obvious: only an accountable 
management working out its 
accountability with its governing 
body can strengthen the quality of 
accountability and thereby public 
confidence in both parties to the 
relationship. 


By "governing body" I mean any 
body with the power of scrutiny or 
direction, such as boards of 
directors or governors, regulatory 
bodies, a cabinet in its executive 
role, a city council or a legislative 
assembly. "Direct reporting" 
simply means the auditor assesses 
management performance directly 
against fair criteria, evidencing due 
regard for value for money (which 
embraces economy, efficiency and 
effectiveness in the general sense 
of performance), rather than 
assessing management’s reporting. 
The auditor then reports the audit 
observations to the governing 
body. "Due regard" is what can 
reasonably be expected from 
management, given its particular 
circumstances and taking into 
account external constraints, in 
achieving value for money. 


It’s time the auditing 
community visibly 
encouraged 
management to do 
its own performance 
reporting rather than 
continue doing the 
job for it by 
assuming the direct 
reporting role. 


The Reporting Context 


From an audit point of view, it isn’t 
public sector management that’s 
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most in need of help, but the 
members of the governing body -- 
often people without management 
backgrounds -- who are charged 
with holding management to 
account. Knowing the political 
context, managers may be guarded 
about the information they report 
because they are legitimately 
concerned about how it will be 
used. That, in turn, tends to cause 
members of governing bodies to 
view management’s reporting as 
self-serving. To turn this situation 
around, what’s needed is a 
reporting mechanism to build 
mutual trust in each other’s 
competence and fairness -- trust 
based on mutual beliefs and 
expectations. 


How the external auditor audits 
and reports can help the governing 
body build its capability to judge 
fairly management’s discharging of 
its paramount responsibilities. But 
the auditor must act within the 
audit reporting role, and not as part 
of the accountability relationship. 
Reporting only management 
deficiencies will not build the 
governing body’s capability. And 
without that capability, mutual 
trust won’t be fostered. 


Like punishment, reporting only 
deficiencies indicates what 
shouldn’t be done, not what 
management’s due regard for VFM 
should be, overall. Even with 
constructive audit 
recommendations about the 
deficiencies, the picture is limited 
to deficient areas. This doesn’t give 
the governing body the context it 
needs to understand all 
management’s prime 
responsibilities. 


Some legislators or councillors 
may prefer focussing on the 
"horror stories" because it makes it 
easy to ask blame-oriented 
questions that mask the 
questioner’s lack of understanding 


concerning management’s key 
responsibilities, operating 
environment and common-sense 
accountability obligations. Little 
that is positive can result without 
an understanding of the underlying 
causes of deficiencies. And those 
legislators who are trying to bring 
about solid improvements suffer 
from information overload, a 
shortage of time and the 
background knowledge necessary 
to hold management to account. 


The solution to this dilemma is a 
logical reporting approach that 
serves the accountability 
relationship between management 
and its governing body. It needs to 
be general enough to encompass 
most situations and specific 
enough to help the governing body 
hold management to account. 


Make Management do the 


Accounting 


VFM auditors should consider 
whether they’re serving an 
accountability relationship or 
trying to be part of it, as if their 
direct reporting is somehow 
holding the organization to 
account. In public sector auditing, 
VFM audit work may be set out in 
legislation or negotiated. In 
legislative auditing, with no 
counterpart obligations for 
management itself to report on its 
VFM performance, it’s easy for 
auditors to start thinking an audit 
act’s provisions somehow hold 
management to account and that 
they are the executor of that 


purpose. 


The widespread existence of VFM 
audit legislation in Canada 
certainly suggests that legislatures 
support due regard for VFM, 
perhaps even that management 


should report on that responsibility. 


But the real test is what the 
legislature specifically asks of 
management. The same is true, of 


course, in regulated situations in 
the private sector. 


The Report of the Independent 
Review Committee on the Office of 
the Auditor General of Canada, 
which reviewed the federal auditor 
general’s mandate in March 1975, 


The auditor must act 
within the audit 
reporting role, and not 
as part of the 
accountability 
relationship. 


supplied the most widely quoted 
notion of accountability: It is the 
obligation to answer for a 
responsibility conferred, and audit 
is a process superimposed on an 
accountability relationship. In 
other words, accountability comes 
before audit. Audit is not part of 
the accountability relationship but 
serves it. Given that accountability 
is the obligation to answer, it is 
management (the entity held to 
account), not the auditor, that 
should report to its governing body 
on its responsibilities. 


If management doesn’t report 
regularly on its performance, it’s 
simply not being held to account. 
If the accounting is poor, so is the 
accountability. An audit alone 
cannot suffice to hold management 
to account. Public hearings based 
only on audit reports of deficiency 
cannot be expected to, either. Nor 
can imposing greater regulatory 
requirements on the external audit 
-- not if management isn’t 
producing the essential information. 


In the mid-’70s, when VFM audit 
legislation was first introduced in 

Canada, governments likely found 
it more desirable to put VFM 
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concerns into audit acts than 
impose management performance 
reporting requirements. If they had 
wanted to, they could have 
accomplished the latter through the 
financial administration acts and 
reporting provisions in the 
legislation setting up the programs. 
It’s also possible legislators never 
asked for those provisions. 


To the extent management does 
report adequately on its 
responsibility for public funds and 
policy, the VFM auditor assumes 
an attest role. His or her task, then, 
is to report on the completeness 
and fairness of the reporting, just 
as auditors do for financial 
statements. But in the public 
sector, if management won’t report 
on its responsibilities and isn’t 
asked to, the auditor’s 
common-sense duty dictates that 
he or she help fill the void so that 
legislators get at least some of the 
information they need to carry out 
their scrutiny role. 


What Needs to be Reported 


Given that the auditor has to do 
performance reporting, the most 
important issue is what the report 
should accomplish. If reporting 
directly to the governing body on 
VFM, the auditor takes on a 
management accounting role. In 
that role, the auditor as accountant 
has to be useful to the governing 
body by reporting what that body 
needs most to know to hold 
management fairly to account. The 
reporting should cover 
management’s most important 
responsibilities, not only part of 
them. 


Although the key issue, as it is in 
the private sector, should be 
getting the governing body to work 
Out its performance accounting 
expectations with management, the 
knowledge and time limitations of 
councillors and legislators is a 


handicap. Moreover, elected 
representatives are subject to 
frequent turnover. The combined 
statements of scope and audit 
criteria in the report, together with 
the findings, should give the 
governing body the best overall 
picture of whether management 
has met reasonable VFM 
due-regard criteria. 


The problems confronting an 
external auditor who tries to cover 
management’s most important 
functions cost effectively, and 
frequently enough to report ina 
useful manner, are obvious. For 
example, providing fragmented 
coverage or negative assurance 
opinions (the "nothing came to my 
attention" reporting) aren’t helpful 
unless the governing body is 
knowledgeable enough to know 
what it isn’t getting and can get the 
information by other means. The 
auditor must therefore understand 
what the governing body needs to 
know most -- and when. 


A serious shortcoming of reporting 
only deficiencies is that it can 
invite the reader to conclude, 
"Nothing said, all’s well." It begs 
the question whether reporting that 
allows doubt is adequate. It’s an 
open question whether specific 
caveat statements by the auditor 
can make clear the limits of the 
audit for the user of a 
deficiency-only audit report. 
Again, this isn’t the private sector 
with its known interpretations of 
standard types of auditors’ reports. 


In legislative audit reporting, most 
audit acts contain clauses requiring 
the auditor to report to the 
legislative body on anything he or 
she thinks should be brought to its 
attention. These clauses are usually 
accompanied by subordinate or 
"for example" clauses calling for 
reporting of specified instances of 
VFM deficiency. I suggest audit 
acts should instead call for VFM 


assessments of whether 
management met due-regard 
criteria -- something quite different 
from reporting cases of deficiency 
only. 


But it’s hard to imagine any 
legislative mandate preventing an 
auditor from reporting on an 
accountability basis rather than an 
exceptions-only (deficiency) basis. 
If knowing whether management 
discharged an important 
responsibility with due regard to 
VFM is significant to a governing 
body, would the spirit of any audit 
mandate fail to allow that audit 
information? 


In fact, public sector audits are 
increasingly being reported on a 
"whether" basis because of the 
perceived negativism and 
unfairness of deficiency reporting. 
Audit scope statements and 
observations in public sector audit 
reports are tending now to indicate 
that the major management 
responsibilities in the areas scoped 
are being assessed against 
due-regard criteria and that the 
auditor is not simply looking for 
horror stories. 


Cost Effectiveness 


How does the auditor include in 
the audit scope those management 
responsibilities of greatest 
significance to the governing body 
without the audit becoming too 
costly or unworkable? In some 
areas of the public sector, 
legislation helps define the scope, 
such as in the case of federal 
Crown corporation special 
examinations. In other areas, the 
governing body can’t always tell 
the auditor what it needs to know, 
but looks to the auditor. The 
answer to the audit resource issue 
in scoping is what any 
management group already knows 
about tradeoffs: it’s a ranking 
problem. 
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In the early days of VFM 
auditing, with the main 
emphasis on deficiency 
reporting, auditors could 
find endless examples; the 
more audit resources they 
applied, the longer the list. 
Extra resources were also 
needed because of the 
learning curve. No one 
particularly noticed if an 
auditor was reporting only 
deficiencies and not on the 
important question of 
whether management met 
the most essential VFM 
criteria for the entity as a 
whole. 


In fact, the findings in those 

days were so often negative 

that accountability-based 
auditing probably would 

have produced the same 

picture -- management 

would have met few of the 

audit criteria. But many audit 
reports since then have been 
accountability based, in the sense 
of addressing management’s 
paramount responsibilities and its 


accountability in reporting on them. 


Today, audit cost is of great 
concern. These resource limitations 
mean that accountability-based 
auditing will produce more 
information on prime management 
functions than on day-to-day 
operational controls. Significant 
deficiencies will of course be 
reported and "instances" used to 
explain what a significant 
deficiency implies in terms of 
outcomes. 


The auditor’s scoping choices are 
to cover the most important 
management responsibilities in the 
most timely way by ranking them, 
or to deal with more of them over a 
long cycle (from four to eight 
years, say), during which time the 
foundations of operations can 
change. Safety on a railroad, for 


Scope 


Type 1 


Type 2 


Type 3 


Type 4 


Direct Assessment and Reporting Approaches 


Deficiencies Only 


Selected Management 


Responsibilities Type 1 
Prime Management 
Responsibilities Type 2 


Reporting 


Whether Due Regard 
Criteria Met 


Type 3 


Type 4 


- Auditor's aims and scope rationale aren't clear to governing body and 


management. 


- Assumes governing body understands the whole picture accurately 
when only exceptions are reported. 


- Audit of responsibilities scoped in should be seen as fair by 
management but basis of scoping might be seen as "stacking the 


deck." 


- Helps keep governing body aware of management's paramount 
responsibilities; perceived fairest by management; creates least 
problem of "nothing said, all’s well." 


example, cannot be a deferred 
scope area. 


The auditor’s ability to identify and 
assess management’s prime 
performance and reporting 
responsibilities, including who is 
accountable to whom and for what, 
also has important implications for 
VFM audit staffing, assuming 
relatively fixed resource levels. 
Audit staff need to be skilled in 
understanding the dimensions of 
effectiveness, constraints and 
diffused accountability. The right 
external advisers, who know the 
entity and sector, will also be 
needed to add credibility in 
establishing audit scope. 


It’s important to keep in mind that 
deficiencies are traceable not only 
to top management but also, in 
fairness, to political masters and 
governing bodies themselves. 
Thus, where management met 
due-regard criteria, the auditor 
needs to know what maintains 
those processes in the 


organizations and what might 
threaten them. So far, the audit 
community hasn’t addressed this 
latter issue. It might in fact lead to 
VFM assessments of frequent 
departmental and agency 
reorganizations. 


All this implies audit staff who 
understand: 


¢ What performance dimensions 
or attributes should be of most 
importance to governing body 
members and why. 


¢ What effectiveness means to 
different organizations. 


¢ The difference between 
management control and 
operational control. 


* Management’s abilities, 
motivations and external 
constraints. 


* What management-process 
causes and effects are at work. 


Opinions 13 


* What management should be 
reporting to its governing body. 


* How to strengthen trust 
between management and 
governing bodies regarding 
fairness and competence. 


¢ Other tough issues. 


Those knowledge requirements for 
VFM will have to be applied to 
departments, agencies and public 
bodies at all levels, and are in no 
way reduced if management 
reports on its own performance and 
the auditor is in the attest role. 


What the Auditing 
Community Can Do 


First, in the VFM direct reporting 
audit role, we can make wider use 
of accountability-based auditing 
and reporting. 
Accountability-based reporting 
displays, for the governing body, 
what management’s prime 
responsibilities are -- in the view of 
the auditor at least. The governing 
body’s responsibility is to direct or 
oversee those responsibilities. The 
more they are left unassessed, the 
less concern they will be to the 
governing body: after all, how 
important can they be if the auditor 
doesn’t mention them? Fragmented 
reporting doesn’t help increase the 
governing body’s ability to think 
about what should be audited and 
when, what need only be reviewed 
and what can be left. 


Ranking management’s prime 
responsibilities is no easy task for 
the external auditor, but it can be 
done and is being done. It simply 
means the auditor has to be better 
informed to be able to identify, 
rank and assess those 
responsibilities. Again, this implies 
highly skilled staff. We might 
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decide the best approach is to 
identify management’s main 
objectives and the critical success 
factors needed to attain them, or 
make use of the broad-based 
effectiveness approach represented 
by the Canadian Comprehensive 
Auditing Foundation’s 12 
attributes of effectiveness, which 
allow individual governing body 
members to zero in on 
performance areas they are most 
knowledgeable or concerned 
about. It can be a combination of 
several approaches. 


Second, we need to argue 
collectively and publicly that it is 
management that should be doing 
the VFM reporting. Since an 
auditor cannot assess management 
performance as accurately as 
management itself, the external 
auditor’s effectiveness in the 
management accounting role is 
necessarily truncated and can never 
be fully credible to management. 
Nor will the governing body’s 
scrutiny increase in the long run. 
As a former chairman of the House 
of Commons’ Public Accounts 
Committee said, "You can’t 
manage by audit." 


The auditor perpetually in the 
accounting role is simply stuck in 
the middle. Nothing is done to 
build better mutual understanding 
between management and its 
governing body regarding realistic 
expectations. But as long as 
management is not reporting 
adequately, the legislative auditor 
must take on the role of direct 
reporting and do it in the most fair 
and useful way. 


In installing VFM audit mandates, 
governments seem consistently to 
have missed (or avoided installing) 
counterpart statutory requirements 


for management to report usefully. 
Auditors, collectively, wield 
enough influence to help create a 
climate of opinion encouraging 
government management to report. 
For example, in each scope area of 
their reports auditors could set out 
the type of management reporting 
they think the governing body 
needs. This, in itself, should 
encourage management to report. 
Furthermore, auditors can suggest 
directives or legislation to that 
effect if management doesn’t 


report. 


VFM auditors aren’t expected to 
deliver what the state of the art 
can’t. But we should be doing -- 
and be seen to be doing -- what is 
possible, and to be learning as fast 
as we can. All auditors take 
professional risks. What public 
sector governing bodies have a 
right to expect of their auditors is 
that we help them by 
understanding and reporting what’s 
most important for them to know 
in order to carry out their scrutiny 
duty effectively, and that we 
provide evidence of that 
understanding -- both to them and 
management -- by the way we 
report our audit scope, criteria and 
results. 


Henry McCandless 


International Symposium on 
Defence Auditing 


by Tom Hopwood and David 
Rattray 


Tom Hopwood, Principal, and 
David Rattray, Assistant Auditor 
General, attended the International 
Symposium on Defence Auditing 
held in London, England, from 5 to 
7 September 1989. In this article, 
they provide an overview of the 
issues discussed at the symposium. 


An Idea Comes to Life 


Auditing defence expenditures has 
always been a major preoccupation 
of Supreme Audit Institutions 
(SAIs) around the world. Defence 
departments usually spend more 
than other government 
organizations, and most of this 
spending is in areas that are 
characterized by a high degree of 
risk, sensitivity and political 
interest. These factors, combined 
with the complexity of the 
management processes used, tend 
to rank defence organizations high 
in terms of audit-worthiness. 


Assistant Auditor General David Rattray (right) and 
Principal Tom Hopwood (left) participating in a 
discussion of auditing materiel management. 


For several years the OAG’s 
defence audit team has made good 
use of contacts with our 
counterparts in the United States 
and the United Kingdom. We have 
found that the audit staff of the 
National Audit Office (NAO) and 
the General Accounting Office 
(GAO) have often followed paths 
similar to our own, and that the 
cost of a few days at their offices 
or 15 minutes on the telephone is 
paid back many times over in 
terms of increased audit efficiency 
and effectiveness. 


It was during the course of an 
exchange with our colleagues in 
the UK that it was observed that 
defence auditors from many 
countries were meeting for 
bilateral exchanges of ideas, but 
that no forum existed to do this on 
a collective basis. The multi-lateral 
exchanges that do take place tend 
to deal with higher level issues, 
and representation is usually at a 
very senior level. What we were 
thinking of was a mechanism to 
allow people 
directly 
involved with 
carrying out 
defence audits 
the chance to 
compare notes 
on 
methodology, 
successes and 
problems. 


A year later, 
we and 
representatives 
of nine other 
Supreme 
Audit 


Institutions received initial 
enquiries from officials of the 
NAO as to whether we would be 
interested in getting together for a 
working level exchange of ideas. 
The response from all the invited 
countries was overwhelmingly 
positive. 


From 5 to 7 September 1989 
defence auditors from the Supreme 
Audit Institutions of Belgium, 
Canada, Denmark, France, 
Germany, Italy, the Netherlands, 
Norway, Spain, the United 
Kingdom and the United States got 
together to exchange ideas at an 
inaugural symposium. The United 
Kingdom was host and they 
invited, as well, representatives of 
the NATO Board of Audit, 
including Al Dickens who had 
been seconded from the Office. In 
all, there were 28 representatives 
from 12 organizations. 


Getting a First Impression of 
the Other Participants 


A questionnaire was sent to each 
participating country well in 
advance of the symposium. The 
questionnaire dealt with the 
magnitude of defence expenditures 
in the various countries, the 
aggregate level of audit activity 
devoted by the SAI to these 
expenditures, the focus of the audit 
activity, and how audit activities 
were planned and managed. 


As the results were received by the 
NAO they were circulated to all 
the other participants. This 
provided a very illuminating -- and 
in some cases a very surprising -- 
initial view of how different 
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countries approach the audit of 
defence activities. At this early 
stage, however, the information 
tended to raise more questions than 
it answered. 


One very interesting analysis that 
was presented at the symposium 
was an indication of defence audit 
intensity for each nation, measured 
in terms of the ratio of audit staff 
to defence expenditures. By this 
measure, our Office ranked eighth 
out of the eleven countries. In 
terms of the percentage of audit 
staff devoted to defence, our Office 
ranked tenth out of the eleven 
countries. 


Achievements, Problems and 


Prospects 


The theme of the conference was 
"Achievements, Problems and 
Prospects". Three topics were 
chosen for this first conference: 
Auditing Defence Manpower, Pay 
and Allowances (which is roughly 
equivalent to our HRM focus); 
Auditing Defence Stores and Other 
Assets (which is roughly 
equivalent to our Materiel 
Management focus); and Planning 
Defence Audits. 


Canada presented the leadoff 
paper, which focussed on the 
elements of force structure 
planning, career management, 
compensation, training, and 
medical support that dominate our 
current agenda. The second 
presentation was delivered by the 
Norwegians, who focussed on the 
highly complex and bureaucratic 
pay system that they have been 
trying to simplify for many years. 


After discussion, however, it 
became apparent that despite our 
differences in focus, our ultimate 
objectives were not all that far 
apart; it was just that our methods 
of getting at the important areas of 
interest have evolved in different 


ways. The Norwegians were using 
their base of knowledge in the 
compensation area to build toward 
the assessment of the larger 
management processes. We were 
taking a top-down approach and 
arriving at a similar examination of 
pay instruments. 


Throughout the conference we 
were struck by the richness and 
diversity of strategies that are 
being used to push back the 
frontiers of defence auditing. 
Different Supreme Audit 
Institutions, often with very 
different mandates, are building on 
their previous experiences to 
expand the application and impact 
of value-for-money auditing. The 
representative from Denmark 
talked about how his country is 
building on observations about 
economy or efficiency to assess the 
adequacy of the higher-level 
management systems that created 
the difficulty. 


In Canada, we have moved from 
systems-based audits to the use of 
cases and results to show the 
impact of deficiencies. Several 
nations are using a "Factors of 
Production" (that is, facilities, 
major equipment, compensation, 
etc.) approach to planning their 
defence audit cycles, rather than 
using the standard Army, Navy, 
and Air Force strategy. Many 
countries are viewing operational 
readiness as a key indicator of due 
regard to economy and are making 
the testing of readiness a key part 
of their activities. In this context, 
many representatives were 
interested in the criterion "Will it 
work in war?" that we apply during 
all our audits. 


Acommon challenge faced by all 
the audit institutions is the 
treatment of functional areas, such 
as materiel management. While 
everyone acknowledged the 
potential economies of a common 


service structure, most have found 
that defence organizations are 
sufficiently unique and large to 
demand capabilities in most of 
these areas within the audit team. 
Because of this, most have moved 
away from dedicated functional 
groups that serve many audit 
entities, and have built capabilities 
within the defence audit teams. 


The kinds of audit issues that the 
SAIs have uncovered are also 
surprisingly similar. One topic that 
generated a lot of discussion was 
how to determine whether 
inventory levels are adequate or 
excessive and, if excesses do exist, 
how to determine the additional 
cost of carrying unneeded 
inventory. At least two SAIs 
decided, based on what they heard 
at the conference, to address 
inventory management in an 
upcoming audit. The complexity of 
military pay systems was another 
common theme. And, of course, 
the dominance of military 
equipment acquisitions and the 
presence of offsets, industrial 
benefits, and other non-military 
objectives was an area of almost 
unanimous concern. 


Throughout the formal 
presentations and especially at the 
lunch-time discussions we found 
ourselves saying again and again 
"We found exactly the same 
thing!" The other frequently heard 
statement was, "We should have a 
look at that!" 


All participants felt that the 
symposium was worthwhile. Many 
good ideas were passed on to 
others. And just as important was 
the confidence generated by 
knowing that similar challenges 
exist in other countries, and that 
similar strategies are being used to 
overcome them. 
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Executive Promotions 


On 1 November 1989, Auditor General Ken Dye announced the appointment 
of three new Assistant Auditors General -- Mike McLaughlin, Bonnie Miller, 
and Shahid Minto. Opinions Editor Ann Wesch discussed their careers and 


new responsibilities with them. 


Mike McLaughlin 


Mike McLaughlin is enthusiastic 
and articulate about his new 
responsibilities as Assistant 
Auditor General (AAG). "The 
Reports and Communications 
Group has been combined with the 
Planning and Co-ordination Unit to 
form a new group," he explained. 
"I previously had responsibility for 
human resource planning, 
operational and strategic planning. 
I think adding reports and 
communications broadens the 
group’s perspectives. It gives us a 
chance to look at strategic issues 
early in the process and then 
determine the impact they will 
have on reporting. It’s 
strengthening the links between the 
strategic and operational planning 
within Audit Operations and the 
annual Report." 


Mike attributes his impressive 
career progression to supportive 
colleagues, hard work and 


fortuitous circumstances. He 
stressed the importance of being a 
team player. "You do need the 
support and respect of the people 
around you," he said. "On the other 
hand, you do create your own 
opportunities within a given 
circumstance. 


"I believe that everyone has 
something to offer the 
organization. I value that. I want 
staff to operate independently and 
to be satisfied and challenged by 
what they are doing. I look for 
opportunities for them, and when 
they do come in with a particular 
idea I try to encourage them as 
much as I can in pursuing their 
ideas and goals." 


Mike first joined the federal public 
service in 1971. Initially, he 
worked for the Department of 
Industry, Trade and Commerce. 
From there he went to the 
Department of Veterans Affairs and 
then to the Post Office, joining the 
OAG as a director in 1979. He has 
worked on a number of audits 
including Customs and Excise, 
Supply and Services, and the 
Canadian International 
Development Agency (CIDA) and 
the Department of External Affairs 
and their associated entities. He 
was promoted to Principal in 1981 
and to the PX2 level in 1986. 


In addition, Mike has been active 
on a variety of Office committees. 
He has been the annual report 
schedule co-ordinator. For the last 
few years he has had responsibility 


for the planning and co-ordination 
unit. 


When asked if there were any 
factors that contributed to his 
success that he would pass on to 
junior auditors, Mike provided a 
number of interesting perspectives. 
"One of the things I have noticed 
about auditors is that they often 
form an opinion early in the audit 
process. I think that you have to go 
into an audit with an open mind, do 
some research, and understand 
exactly what it is you are looking 
at; understand its history and how 
it currently works. While you can 
form hypotheses, you should form 
several alternatives at the same 
time. Try and determine other 
plausible things that could have 
caused the same condition to exist. 
I think this is also important in 
dealing with the people in 
departments, so that when you 
discuss a problem you’re not 
coming from one particular 
solution or one specific analysis of 
the problem. The department will 
respect you more for having an 
open mind and feel they are getting 
a fair hearing. 


"I think another thing young 
auditors have to be able to do is 
ask for help. Managers don’t 
always perceive that something is 
going wrong and that help is 
needed. If you need help, ask." 


Communication is another area 
that Mike feels is crucial. 
"Particularly when we are doing 
value-for-money work, you must 
discuss what you are doing with 
your colleagues. If you try to do 
this analysis without getting others’ 
views, you could go down the 
wrong path." 
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Mike emphasizes that the lines of 
communication with the 
department must be kept open, too. 
"You must give management the 
opportunity to understand what it 
is that you are looking for so that 
they can give you the correct 
information. 


"One of the things that you want to 
get as a junior officer is a degree of 
recognition that you are able to 
cope with issues, that you have 
valid thoughts and you can 
communicate them. It is natural to 
continually discuss the issues of a 
particular project with the project 
leader, director and audit Principal. 
This is significant because they 
begin to feel that they own part of 
the product. They assist you in 
making sure that the product 
comes out in the best fashion; it 
becomes a team product." 


Looking back at Ken Dye’s years 
Mike says that "we can’t 
underestimate the work that has 
been done on the special 
examinations aspect of the Office 
mandate. This piece of landmark 
legislation has come into being 
during Ken’s time in Office. 


"Another valuable thing that Ken 
has done is to separate more 
clearly the attest function from the 
value-for-money function. There is 
a better understanding in the Office 
of the role of auditors. I think the 
FGRS study was also another 
important piece of work in this 
area." 


Mike pointed to Ken Dye’s 
leadership in introducing 
computers on an Office-wide basis 
as a further important 
accomplishment. "Other audit 
organizations haven’t reached the 
levels of productivity that we have 
thanks to Ken’s leadership in 
automating the Office." 


When encouraged to do some 
crystal ball gazing, Mike thinks the 
Office will revisit its 
value-for-money work, trying to 
establish what is reasonable to 
produce for Parliament, how 
frequently we should audit issues, 
and how frequently we should 
report. "We’re also at the point 
where many of the issues we’re 
looking at no longer fall within the 
confines of one particular 
department. We are starting to see 


some sectoral audits in which the 
management of the process is 
really in the hands of several 
departments. These audits are very 
complex and we will have to work 
towards finding the best approach 
to doing them." 


Mike also commented that the 
public sector, through the Canadian 
Institute of Chartered Accountants, 
was now making pronouncements 
on how value-for-money audit 
work is to be done and that the 
Office would have to ensure that 
what we are doing is properly 
reflected in their pronouncements. 


On a personal level, Mike foresees 
staying with his current portfolio 
of responsibilities for a few more 
years. "I want to ensure that the 
planning and reporting functions 
are working as well as possible. 
There is a point at which I will run 
out of ideas and it will be time for 
me to change. At that point, I can 
see returning to auditing. I think 
there will always be opportunities 
within the Office." 


Bonnie Miller 


il 
i 


Bonnie Miller is enjoying the "less 
hands-on administration of audits 
and having more time to think 
about issues and policy matters," in 


her new position as Assistant 
Auditor General. 


Bonnie heads up the central 
agencies and the Department of 
Finance teams for which she was 
previously the audit Principal. As 
well, she has assumed 
responsibility for tax studies and 
financial management and control. 
Her management team comprises 
Trevor Shaw, Beant Barewal, 
Dennis Paproski, and Barry Elkin. 
Mike Adibe will be joining the 
group in June. 


Bonnie credits her career 
progression to "professionalism, 
dedication and managerial style. I 
believe in giving people as much 


responsibility as they feel they can 
take on without letting overall 
control go," Bonnie explained. "I 
think it is very important to work as 
a team player and to work as a 


group." 


Bonnie came to the Office in 1976 
as an audit Principal, (called a 
Director General at that time) under 
the Executive Interchange 
Program. She was an audit 
manager with Price Waterhouse in 
Montreal. Former Auditor General 
Jim Macdonell then asked her to 
join the Office and go to the United 
Nations in New York to work on 
the UN audit. Bonnie spent three 
years on that assignment. She 
came back in 1980 and worked on 
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the Health and Welfare audit while 
continuing to have involvement in 
international activities such as the 

UN Board of Auditors. 


Bonnie joined the central agencies 
group two years ago. Since that 
time, the team has undergone 
changes. "When I became 
involved with the team, it was 
composed mainly of financial 
auditors. We have been 
consciously trying to develop a 
more multi-disciplinary team by 
bringing in economists and others 
with backgrounds in different 
disciplines to provide better 
balance," she said. 


The team has been one of the 
Office innovators in computer 
development. Group 6 was the 
pilot group for development of a 
LAN (local area network) and for 
the ADAPT project. Bonnie said, 
"The team’s audits are highly 
computerized and we have 
experienced significant savings in 
time and cost as a result." 


If she were to provide advice to 
junior auditors, it would be "to be 
professional in whatever discipline 
they choose. They must be able to 
work well within a team. They 
must develop good managerial 
skills," she said. "And, in the 
public service, I think it’s 
important to be bilingual. Also, it’s 
important to keep up-to-date with 
your profession. Auditors must be 
willing to try innovative 
approaches without sacrificing the 
quality of the work. 


"While I think visibility and profile 
are necessary to progress in the 
Office, I don’t think they are the 
overriding element in one’s career 
progression. I think to rise to more 
senior levels one has to 
demonstrate skills in all areas. You 
need to spend time in professional 
development and practices. If you 
are a financial auditor, you must 


prove yourself on financial audits 
and also demonstrate ability to 
work on comprehensive audits as 
well." 


Bonnie has seen many changes in 
her years with the Office. "I see 
Ken Dye’s years as ones of 
consolidation. He introduced a lot 
of discipline into our work. He 
provided focus and direction to 
what we are doing. Also, he will 
certainly be remembered for 
bringing us into the future by 
introducing information 
technology on an Office-wide 
basis," she said. "He also took 
some courageous stands on certain 
areas such as Crown corporations 
legislation and access to 
information," she added. 


Bonnie commented on some of the 
innovative programs such as stress 
control. "I think there is stress in 
the Office because there is a lot of 
competitiveness. While we work in 
a multi-disciplinary environment, 
there is a lot of uncertainty about 
the audits. On a comprehensive 
audit, there are a lot of new areas 
to look at and there is a lot of 
uncertainty about how we structure 
and run the audits. We are always 
looking at new areas and the 
groups are changing." 


"I think to deal with stress you 
have to have a balanced lifestyle, 
you must make time for personal 
things and make sure that is 
happening for your employees. It’s 
important to take time for holidays 
and to spend time with family. A 
sense of humour helps." 


Bonnie noted that it’s difficult to 
foresee the future until a new 
auditor general is appointed. "I’ve 
worked for both Jim Macdonell 
and Ken Dye, both of whom were 
extremely capable auditors general. 
Both had different visions of what 
they wanted to accomplish. Each 
had his own operating style and got 
good visibility for the Office. Each 
put his personal stamp and 
direction on Office activities. So, 
there is a degree of uncertainty 
about what direction the Office 
will take. However, I feel certain 
that we will remain innovative and 
continue to do our job 
professionally," she said. 


"In the short term, I think the 
priority for my group is to examine 
how frequently we audit policy 
departments and what areas should 
be audited. Policy departments are 
very sensitive. I’d like to continue 
building up multi-disciplinary 
teams to do this," she concluded. 


Shahid Minto 


Shahid Minto describes his new 
responsibilities as Assistant Auditor 
General (AAG) as "a complete 
metamorphosis. What I’m doing 
now is a complete change from the 
kind of auditing I have been doing. 
Up to now my whole thinking has 
focussed on expenditures and now 
my major responsibility is the 
revenue side of the business. It’s a 
different way of thinking." 


Shahid has taken on responsibility 
for the Revenue Canada - Taxation 
team, the Customs and Excise 
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team, and the functional group of 
Efficiency. The management team 
on the revenue side is Jim Ralston 
and Nancy Cheng. Principals Andy 
Burns and Mike Adibe are being 
joined in the efficiency group by 
Ray Foote. 


Being an Assistant Auditor General 
has brought changes. "At this time 
of year as a Principal I would be 
spending 80% of my time solving 
the technical problems of the audit 
and looking at draft reports and 
suggesting methods for clearance. 
As an AAG, I probably spend 60% 
of my time just on resourcing -- 
making sure we have the right 
people and they are doing the right 
things. 


"The real challenge in the Office 
now is doing more or doing better 
with less. It’s easier to do that 
when you Start at the beginning of 
an audit. I’ve landed in the middle 
of two large value-for-money 
chapters this year. It’s a chailenge 
adjusting," he said. 


"Also in terms of adjusting, Doug 
Deeks the former Group 6 AAG, is 
a hard act to follow. While we have 
different management styles, the 
transition has been very smooth." 


Shahid credits his impressive 
career advancement to a number of 
factors. "First, I enjoy my work, I 
enjoy value-for-money auditing 
and I enjoy managing people and 


working on teams. I find it exciting. 


"I have also expended effort to 
develop expertise in the areas I’ve 
audited. For example, when I was 
Principal of the Transport team, I 
spent time learning about the 
transportation business. My 
strength has always been in dealing 
with people. I’ve always had big 
teams doing major audits," he said. 


Shahid joined the Office in 1976 as 
a manager. He came from Touche 
Ross & Co. He originally trained 
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in law, then switched his focus to 
accounting. He became a Principal 
in 1982. He has had responsibility 
for the Transport and for Public 
Works audits. He worked on the 
audits of the Departments of 
Fisheries and Oceans, Supply and 
Services, External Affairs, Justice, 
and the National Capital 
Commission. 


One factor that has carried through 
all his work is his concentration on 
excellence. "We must do quality 
audits," he stressed. "The emphasis 
is not on producing multiple 
chapters, but on producing 
first-rate work. We need to do the 
best work possible particularly in 
times of major restraint. 


"The only sure criterion for success 
in this Office is to produce," he 
emphasizes. "I think it’s important 
that people feel part of the 
organization as a whole. Those 
who have done well in the Office 
are the ones who have contributed 
to many activities. It’s sometimes 
difficult in terms of the time 
required, but as a professional 
there is a lot of satisfaction in 
making those kinds of 
contribution." 


Shahid credits the Professional 
Development group with providing 
auditors with first-class training 
that has had a positive impact on 
the quality of our operations. He 
also feels the work being done in 
Methodology Development will 
shape the future direction of our 
audits. "Our best people should be 
contributing to these groups on a 
project basis," he said. 


Shahid views Ken Dye’s time as 
Auditor General as "years in which 
the Office became mature. We 
have done a lot of team building 
moving away from the extensive 
use of consultants," he said. "The 
Office has a lot of depth now. On 
almost any topic you can find 


experienced people in the Office. 
The Office has blossomed in that 
sense. 


"I think one of Ken’s biggest 
contributions is that he has brought 
us into the twenty-first century as 
far as technology is concerned. I 
look at the work we can do now 
with our microcomputers that 10 
years ago we wouldn’t have 
dreamt of. I credit Ken’s personal 
interest and conversion of the 
nonbelievers. 


"I am also impressed with Ken’s 
contribution to international work. 
I was at UNESCO last summer on 
assignment representing Canada. 
Canada is well thought of in the 
financial management and auditing 
business throughout the world. We 
receive a lot of respect," Shahid 
said. 


"I also admire his personal vision. 
He has created a strong Office with 
a strong administration. People 
have clear ideas on where we 
should go and what it will take to 
get there. We have a superior 
senior management group." 


For the future, Shahid feels that the 
position of Auditor General is so 
personal that the incumbent molds 
the Office according to his or her 
personal vision. "On a personal 
level I have a five- or six-year 
commitment, at least, to this 
Group. I love it; I’m proud to have 
been given this opportunity. I have 
first-class professionals working 
with me. The transition has been 
painless. There are a lot of 
challenges facing us and we want 
to be ready." 
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The average Canadian’s 
perception of how 
Parliament works probably 
comes largely from 
television. However, that 
perception may be unfair to 
Members of Parliament. 
Question Period and the 
clips shown on news 
programs tend to over- 
emphasize the acrimonious 
and partisan aspects of the 
House of Commons, while at 
other times, MPs seem to be 
speaking in an almost empty 
chamber. 


But all this misses the very 
important role of standing 
committees of the Commons 
and the Senate in giving 
detailed consideration to 
proposed legislation and 
reports to Parliament. 
Through the 1980s the 
committee structure of 
Parliament was significantly 
strengthened. MPs in 
committee perform an 
essential function on behalf 
of all Canadians. 


The Public Accounts 
Committee is the one that 
examines the Auditor 
General's reports to the 
House. This relationship 
between my Office and the 
parliamentary committee 
responsible for the 
oversight of Canada’s 
finances is natural, and -- 
ever since Confederation -- 
has proved productive and 
valuable. 


However, in recent years, 
the scope of my Office’s 
audits has broadened far 
beyond financial issues. We 
issue detailed reports on the 
management systems in 
departments and on the 
programs those departments 
deliver. 


Other Parliamentary 
standing committees 
scrutinize the affairs of 
those departments. They are 
finding the relevant 
chapters in the annual 
report of the Auditor 
General very helpful in that 
process of examination. 
Increasingly, these other 
committees are inviting 
myself -- and my Office’s 
auditors -- to be witnesses at 
their hearings. 


Already this year I have 
appeared before the 
following committees: 
Finance; Agriculture; 
Privileges and Elections; 
Labour; Employment and 
Immigration; and two sub- 
committees -- Fisheries and 
International Debt -- as well 
as the Senate Committee on 
National Finance. In each 
case these appearances have 
been in conjunction with my 
ongoing relationship with 
the Public Accounts 
Committee, which has been 
most encouraging of this 
new initiative. 


For myself, I am most 
pleased that our reports are 
receiving this increased 
exposure and examination. 
Our work is done on behalf 
of all taxpayers. The fact 
that more and more 
Members of Parliament -- 
who represent all Canadians 
-- are looking closely at our 
reports is a positive and 
encouraging new 
development. 


Kenneth M. Dye, F.C.A. 


OPINIONS 


1 


Estimates Committees 


A Different Perspective on the 
Auditor General’s Annual Report 


by Mark Hill, Parliamentary 
Liaison Principal 


In this article, Mark Hill 
discusses the significance of 
the Auditor General’s growing 
involvement with Estimates 
committees. 


This past February, the 
Standing Committee on 
Finance opened the door to 
the OAG for an entirely new 


line of service to Parliament. 


The Committee invited the 
Auditor General to discuss 
the findings in his 1989 
report as they related to the 
Committee’s consideration 
of the 1990-91 Estimates for 
the Departments of Finance 
and National Revenue. 
Shortly after the Finance 
Committee invitation, three 
other standing committees 
of the House issued similar 
requests for the Auditor 
General to appear. This 
article presents the author’s 
views of what these 
committee requests mean 
for the Office and how they 
fit in with the Auditor 
General’s longstanding 
relationship with the 
Standing Committee on 
Public Accounts. 


“The major factor of importance is the 
opportunity for increased Parliamentary 
coverage of the Auditor General's 
annual report.” 


2 OPINIONS 


Throughout the article the 
term "Estimates committee" 
refers to standing 
committees of the House 
and their related activities 
in reviewing the annual 


spending Estimates of the 
government for the coming 
fiscal year. In fact, these 
committees have powers and 
discretion extending well 
beyond reviewing fiscal 
matters. 


The Auditor General has not 
asked to appear before these 
Estimates committees. For 
several years, just after the 
tabling of his annual report 
in the House of Commons, 
the Auditor General has 
forwarded copies of the 
relevant sections of his 
report to the responsible 
standing committees for 
their information. While 
there have been mild 
expressions of interest in 
calling the Auditor General 
to explain his work, this is 
the first year that 
committees have actually 
taken the step of inviting the 
Auditor General to assist in 
their review of the 
Estimates. 


Perhaps the major factor of 
importance to the Office is 
the opportunity for 
increased Parliamentary 
coverage of the Auditor 
General’s annual report. A 
second and less obvious 
factor of considerable 
import is the impetus for 
change created by 
departments’ having to 
account to a Parliamentary 
committee for what they 
have done (or not done) in 
response to the Auditor 
General’s report 
observations. These two 
factors alone would seem to 
more than outweigh the cost 
and effort required for the 


Office to prepare for and 
attend these committee 
meetings. 


In recent years each annual 
report has contained 
upwards of fifty separate 
elements, any one of which 
could be the basis for a 
committee hearing. 


A report element is 
considered to be a chapter, 
audit note, special audit 
report, or follow-up report. 
The Standing Committee on 
Public Accounts (PAC) has 
been hard-pressed to cover 
more than 15 to 20 of these 
elements in the period from 
the tabling of one annual 
report to the tabling of the 
next. Recently, the PAC has 
indicated some interest in 
dealing with matters other 
than those dealt with in the 
most recent Auditor 
General’s report. Its 
hearings on recording and 
reporting the deficit and on 
the management of grants 
programs are examples. Ina 
broad sense, coverage 
provided by committees 
other than the PAC can be 
viewed as complementary to 
rather than conflicting with 
the Committee’s efforts. 

The bottom line of this 
increase in Parliamentary 
interest is greater return for 
the taxpayer dollar invested 
in the Auditor General’s 
report. 


The second significant 
factor, while considerably 
more subtle, relates to the 
oft-quoted adage "What gets 
inspected gets respected." 


_ While applicable to many 


facets of business life, it 


seems to be a major factor 
in the search for response to 
auditors’ findings. 


Departments have come to 
know that the PAC is busy 
and has difficulty in 
covering anything but the 
most important report 
elements in a given year. 
More Parliamentary 
coverage of the Auditor 
General's report means a 
greater possibility of a 
department having to 
account to Parliament for 
dealing with the Auditor 
General’s observations in a 
meaningful way. 


Under the rules of the 
House of Commons, each 
annual report of the Auditor 
General is automatically and 
permanently referred to the 
Standing Committee on 
Public Accounts. This 
creates a special 
relationship between the 
Auditor General and the 
PAC such that the PAC has 
first claim among Commons 
committees to the annual 
report as a subject for 
examination and first 
priority on the time of the 
Auditor General for 
committee hearings. In 
essence, this is the front line 
of a professional auditor- 
client relationship. 


The Auditor General and 
the PAC have a well- 
established understanding 
that invitations from other 
committees are accepted 
only if they do not conflict 
with the priorities and plans 
of the PAC. The PAC 
chairman is advised in 
writing of the acceptance of 
each invitation and, so far, 
problems have not arisen. 
The focus of the PAC is on 
the resolution of specific 
problems identified by the 
Auditor General, while 
Estimates committees are 
concerned with the future 
spending plans of the 


organizations assigned to 
them in relation to the 
problems identified through 
audit. Because these 
perspectives are 
significantly different, as are 
the powers of the PAC and 
Estimates committees to 
deal with issues before 
them, the chances of 
outright duplication of 
effort are slight. 


The Standing Committee on 
Public Accounts has a long 
tradition of taking a non- 
partisan approach to its 
business. Its chairman is one 
of only two committee 
chairs filled from the ranks 
of the official opposition 
party. It usually invites 
deputy ministers to testify, 
rather than ministers, in 
order to minimize the 
political content of its 
hearings. Its reports tend to 
reflect and build on the 
essentially administrative 
orientation of the findings 
contained in the Auditor 
General’s report. 


Other standing committees 
of the House tend to be 
more involved in 
substantive issues of 
government policy. The 
need for a particular policy 
and its effectiveness are 
often the meat of these 


other committees’ 
deliberations. For the Office, 
the risk of becoming 
embroiled in partisan debate 
is ever-present. 


“Both the objectives and the outputs of 
Public Accounts Committee meetings 
differ markedly from those of Estimates 
committees:” 


As well, both the objectives 
and the outputs of PAC 
meetings differ markedly 
from those of an Estimates 
committee. The PAC 
focusses on matters of 
significance raised in the 
Auditor General’s report and 
seeks assurance that 
appropriate action has been 
or will be taken to resolve 
the problem. Where no such 
assurance exists, the 
Committee will usually table 
a report in the House with 
recommendations to the 
department, to a central 
agency, or to government 
for resolving the issue. In 
such a report the PAC can 
request a response to its 
recommendations within a 
specific timeframe and, on 
occasion, require the 
Auditor General to assess 
that response. 


OPINIONS 3 


In an Estimates hearing, the 
committee is basically 
asking the department, and 
often the minister, to justify 
the funding it has requested 
for the coming fiscal year. 
Where the committee is not 
satisfied that the proposed 
spending is justified, it can 
recommend to the House 
that the Estimates be 
reduced or eliminated, 
although in practice such 
recommendations are rare. 


“Government's accountability to 
Parliament is reinforced through 
increased Parliamentary attention to 
the Auditor General’s work.” 


4 OPINIONS 


For both types of hearing, 
the objectives of the Auditor 
General are the same: to 
explain and elaborate as 
necessary on the matters set 
out in his report to the 
House. The Auditor General 
is not prepared to comment 
on the spending plans of a 
department as set out in its 
Estimates for the coming 
year. Nor is he prepared to 
comment on the unaudited 
claims of progress in 
responding to 
recommendations by a 
department after his report 
is published. It is entirely 
up to the committee 
studying the Estimates to 
draw connections between 
the past audit findings of the 
Auditor General and the 
future spending plans of the 
department. A recent 
hearing before the Labour, 
Employment and 
Immigration Committee on 
the 1990-91 Estimates of 
Canada Employment and 
Immigration Commission 
(CEIC) illustrates the point. 


In his opening statement to 
the Committee, the Auditor 


General noted that CEIC 
could achieve potential 
savings in excess of 

$1 million per week in 
unemployment insurance 
payments if co-ordination 
between insurance services 
and employment services 
were improved. One would 
expect the Committee to ask 
the department what steps it 
had taken to realize these 
potential savings and 
whether any related savings 
had been reflected in the 
Estimates under review. 
However, at the time of 
writing this article, the 
Committee had not met with 
CEIC to discuss their views 
on the Auditor General’s 
findings. 


Opening statements before 
other committees have 
emphasized the more 
significant matters relating 
to improvements needed in 
efficiency, economy, and 
measures of effectiveness. 
The statement to the 
Standing Committee on 
Privileges and Elections 
noted room for 
improvements in financial 
and management controls, 
contracting procedures, and 
warehouse security. For the 
Standing Committee on 
Finance, the Auditor General 
noted that the level and 
scope of enforcement 
activity by the Excise Branch 
of Customs and Excise had 
been decreasing over time 
and that information on 
performance and 
compliance had not been 
adequate. 


Subsequent to the Auditor 
General's appearance before 
the Privileges and Elections 
Committee, Canada’s new 
Chief Electoral Officer went 
to some length to outline, in 
response to Committee 
questioning, the steps he 


was taking to deal with the 
Auditor General’s comments 
on Elections Canada. This 
was indeed positive 
feedback, indicating that 
both the Committee and the 
agency head had been 
listening to the matters of 
significance raised by the 
Auditor General. 


OAG experience with 
Estimates committees to 
date has been short -- only 
three months -- and limited 
to five committees. But even 
this limited experience has 
been positive. 


The practice of confining 
testimony to the matters set 
out in his annual report has 
not proved to be a 
hindrance in the Auditor 
General’s testimony before 
Estimates committees. All 
committees involved to date 
have generally steered clear 
of partisan issues in the 
course of the Auditor 
General’s appearances. 


The coverage of the Auditor 
General's 1989 report has 
been considerably expanded 
beyond what might have 
been expected if hearing 
requests had come only 
from the PAC. Members of 
the Estimates committees 
involved have informally 
confirmed that the 
experience has been 
worthwhile. Senior 
representatives from at least 
one of the audited 
organizations have stated an 
intent to act on the Auditor 
General’s findings. 


Overall, it seems that 
Government’s accountability 
to Parliament has been 
reinforced through 
increased Parliamentary 
attention to the Auditor 
General’s work. 


International Workshop on 
Well-performing Organizations 


by Otto Brodtrick 
Principal 


Last October the Office of 
the Auditor General and the 
German Research Institute 
for Public Administration 
jointly organized an 
international workshop on 
well-performing 
organizations. In this 
article, Otto Brodtrick 
describes the highlights of 
the workshop. 


Soon after publication of the 
1988 annual report, there 
was widespread demand for 
details relating to the 
chapter on Attributes of 
Well-Performing 
Organizations. Organizers 
of the January 1989 
government-sponsored 
APEX (Association of 
Professional Executives of 
the Public Service of 
Canada) Conference 
inserted 500 copies of the 
study report in their 
conference kit. A number of 
departments requested 
several hundred copies each 
to encourage their people to 
think about ways to improve 
organizational performance. 
By the end of 1989, about 
10,000 copies had been sold. 


Internationally, too, interest 
was high. The Paris-based 
Fondation du Futur asked 
me to speak about the study 
and its results in the French 
National Assembly. The 
London-based Public 
Finance Foundation invited 
me to discuss our findings at 
their Annual Conference 


Otto Brodtrick (left) with Professor Helmut Klages of Germany. 


in Oxford. I also presented 
them in Budapest at the 
Round Table Conference of 
the International Institute of 
Administrative Sciences. 
Denmark and Austria 
showed strong interest. The 
Organization for Economic 
Development and Co- 
operation (O.E.C.D.) 
requested details about the 
study. And the President of 
the German Research 
Institute for Public 
Administration visited us to 
learn how the study was 
done and what effects it had 
generated in government 
departments. 


In February 1989, a dozen 
senior officials of the 
Swedish Government visited 
us to find out about the 
study. They also consulted 
participating organizations 
to determine the impact of 
the project on them. 


By May 1989, worldwide 
interest suggested an 
international conference. 
We pursued the idea, and by 
mid-summer we had reached 
agreement with Professor 
Helmut Klages, President of 
the Post Graduate School of 
Administrative Sciences in 
Speyer, Germany, to jointly 
sponsor a two-day 
International Workshop on 
Well-Performing 
Organizations in Speyer at 
the end of October 1989. 


The purpose of the 
workshop was to discuss the 
feasibility of a co-ordinated 
European approach to 
replicate our study in the 
public services of several 
countries. The aim of such 
replication would be two- 
fold. Firstly, to determine 
whether the attributes that 
we discovered and 
documented in Canada 
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would be similar to those in 
other countries. Secondly, 
and perhaps more 
importantly, to ascertain 
whether it would be possible 
to generate in other 
countries the kind of 
enthusiasm that we had seen 
among public servants in 
Canada. 


When the workshop opened 
on 26 October, 10 countries 
were represented: France, 
Great Britain, Sweden, 
Germany, Denmark, Spain, 
USA, Ireland, Austria, and, of 
course, Canada. Participants 
were from national audit 
offices, ministries of finance 
and administration, 
government research 
institutions, departments of 
management and personnel, 
universities, and privy 
council offices. One 
attendant was from a large 
public library in Germany. 
Levels ranged from deputy 
minister to director general. 


a taste of the operations of 
some of the participating 
organizations and 
provoked a particularly 
lively exchange during the 
subsequent discussion 
period. Participants 
remarked that the vivid 
images provided insights 
far beyond what was 


possible in a written report. 


There was considerable 
discussion about the 
selection criteria we used 
for our study. How did we 
decide on the participating 
organizations? I explained 
that we had considered 
several designs and had 
settled on making our 
selection via a peer 
consensus of 
knowledgeable senior 
members of the Public 
Service of Canada. 


And why had we not 
contrasted organizations 
that were performing well 
with others that were 


Facing camera, Jesus Ruiz Huerta and Juan Manuel Vera of Spain; in 
foreground, Dr. Charlotta Pawlowsky-Flodell and Jens-Hermann Treuner of 


Germany. 


The working sessions began 
with a presentation of the 
Canadian study, its 
background and findings. A 
videotape of the study gave 


performing poorly? The 
study team felt that, had we 
chosen that design, most 
attention at the end would 
have been focussed on 


things that do not work, 
rather than on things that do 
work. This would have been 
the case particularly because 
audit offices traditionally 
issue reports in which readers 
look for evidence of 
weaknesses and inadequacies. 


Considerable discussion 
centred on an apparent 
paradox. On the one hand, 
our findings might be called 
trivial; they do not represent 
any radical new insights. The 
importance of people, the 
need for good leadership, and 
the significance of client 
orientation are all things that 
have been advocated in 
textbooks and management 
schools for many years. On 
the other hand, the study 
generated remarkable 
consensus and enthusiasm, 
both in Canada and 
internationally. 


In fact, most of the interest in 
the study was generated 
because it focusses on 
positive practices leading to 
high performance. 
Traditionally, in management 
literature and in schools of 
management, the emphasis is 
on critical evaluation, on 
analysis of weaknesses, on 
consequences of 
inadequacies, and on lack of 
control. Yet, what can we 
learn from things that do not 
work? We can learn only what 
not to do. In contrast, our 
study documents common 
attributes of good 
performance, and it illustrates 
these by case descriptions 
that detail what actually 
happens in organizations and 
how performance is achieved. 
This enables readers to 
quickly identify with our 
study and its findings. And 
this feeling typically leads to 
the conviction that "We can 
do this, too!" 


The workshop discussed the 
similarity between the 
findings of our study and 


those of Tom Peters in his 
books In Search of 
Excellence and Thriving on 
Chaos. Peters’ study was 
done in the private sector of 
the United States. Our study 
was done in the public 
sector of Canada. Yet our 
findings are markedly 
similar. This is significant 
particularly because schools 
of management and of 
public administration are 
for the most part teaching 
that management in public 
organizations is 
fundamentally different 
from management in private 
sector organizations. 


At senior levels of the two 
sectors, where management 
deals with strategy and 
policy, differences are 
obvious. In the private 
sector, strategy is based on 
the need to survive and to 
make a profit in the face of 
strong competition. In the 
public sector, the aim of 
strategy is to make a better 
society and country, to 
ensure that government 
services are delivered not 
only to some, but to all 
eligible people. A private 
sector corporation having a 
market share of, say, 70 
percent is considered to be 
very successful. In the 
public sector, a government 
department that serves only 
70 percent of its clients 
would be considered a 
dismal failure. 


However, if we look at 
organizations at the level of 
operations, of employees 
who actually make products 
and deliver services, we find 
that management has to 
concentrate on the co- 
ordination and motivation 
of people. It has to focus on 
team goals, team operation, 
and team performance. At 
that level, managers deal 
with people. And people 
have similar feelings 
whether they are in the 


public or the private sector. 
They have fears, aspirations, 
and hopes. Sometimes they 
are enthusiastic, sometimes 
discouraged, and sometimes 
indifferent. It should not be 
surprising, therefore, that 
the two studies yield similar 
results for both sectors. 


Another question that arose 
during the workshop was 
why and how replication 
studies might be done in 
other countries. One reason 
would be to see if the same 
findings occur. Another 
would be to see if the same 
kind of enthusiasm could be 
generated. A third reason 
would be to learn more 
about the "soft" elements of 
management, elements that 
are difficult to measure and 
represent in numbers. Still 
another reason would be to 
develop better methodology 
for reviewing and assessing 
organizations. With respect 
to "how," could replication 
studies be designed less for 
research purposes and more 
for precipitating movement 
in the direction of better 
organizational performance 
and greater employee 
satisfaction? Could such 


John Purcell of Ireland (left) and 
Peder Tornwall, Sweden 


Lieselotte Richter of Austria (left) and 
Tim Fry, Great Britain. 


studies be used to point out 
even to elected public 
servants that there may be 
greater benefits in focussing 
on high performance than on 
weak performance? 


The discussions led to a 
virtual consensus that the 
main aim of replication 
studies would be to generate 
enthusiasm for high 
performance. The replication 
studies would be seen as a 
form of "action research" 
whose aim is partly to gain 
new insights, but whose 
other important purpose is 
to encourage organizations 
to make positive changes 
even while research 
activities are still going on. 


In summary, the aim of 
replication studies would be 
more to help improve 
government operations than 
to generate new knowledge 
about management. A large 
part of this effort would be 
to try to create new attitudes 
in people, rather than to 
create new controls. The 
thrust would be toward 
having fewer rules and more 
trust in people. Rules should 
be in the form of general 
guidelines and should be 
complemented by 
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the motivation, competence, 
and values of those who 
implement them. 


By the end of the two-day 
workshop, Denmark, 
Germany, and Sweden had 
decided to go ahead with 
replication studies in their 
own public service. The 
German replication study 
has already been started by 
the Research Institute for 
Public Administration, 
which was co-host of this 
workshop. 


The Swedish study intends 
to use the same action 
research approach we used 
in Canada, its main aim not 
being to increase 
knowledge, but to intervene 
in order to achieve greater 
performance. The study will 
be headed by a govern- 
mental committee and will 
be part of an initiative to 
renew the Swedish public 
service. 


In Denmark, there have 
been some seven years of 


Jesus Ruiz Huerta of Spain (left) and Bob Bonwitt, France. 


effort in modernizing the 
public service. For the most 
part, traditional approaches 
have been used, with the 
emphasis on criticizing 
weaknesses and 
inadequacies. Denmark 
indicated that they will now 


From left, Dr. Charlotta Pawlowsky-Flodell, Germany, with Thomas Palsson and 
Gunnar Gustafsson of Sweden. 


shift towards identifying 
positive examples to 
generate a mindset of 
confidence and innovation 
in managers, to celebrate 
achievement, and to 
increase enthusiasm. 


The O.E.C.D. participant 
suggested that his 
organization would be 
happy to provide a focal 
point for information 
interchange and for other 
functions that might be 
useful to help this group of 
countries in their 
replication studies. 


The Workshop on Well- 
Performing Organizations 
confirmed that studies such 
as ours could play a 
significant role in fostering 
efforts to improve public 
service performance. One 
workshop participant put it 
this way: "You had better 
consider the well- 
performing organization 
approach, or you will miss 
out on significant economic 
improvements." 


Opening Doors to the Future 


The 1989 Managers and Directors Conference 


Opening Doors to the 
Future, the sixth annual 
OAG Managers and 
Directors Conference, took 
place in Montebello, 
Quebec, in December 1989. 
In this article, Neil Maxwell, 
Tom Beaver, and Michel 
Garneau present their 
synopsis of the Conference 
panel discussions: first, on 
the future of value-for- 
money auditing; and 
second, the future of 
financial attest auditing. 


The future of value- 
for-money auditing 


The panel to discuss the 
future of value-for-money 
(VFM) auditing at the 1989 
MX/DX Conference was 
chosen to represent a broad 
cross-section of interests 
and experience in the field. 
It consisted of J.P. Boisclair, 
Executive Director, 
Canadian Comprehensive 
Auditing Foundation; Maria 
Barrados, Principal from the 
Office of the Auditor 
General; and Al Johnson, 
who has held a number of 
senior federal public service 
posts, as well as the position 
of President of the CBC. The 
panel was moderated by 
Mike Weir of the OAG’s 
Professional Practices 
Group. 


J.P. Boisclair led the 
discussion. He began by 
stating that two key words 
that could be used to 
summarize his presentation 
were "change" and 
"acceptance." Mr. Boisclair 
discussed the change that 
has taken place since the 
Wilson Committee’s report 
by recounting the evolution 


of VFM auditing. He listed 
the following relevant 
achievements, which he 
considers only a partial list 
of the major achievements 
in which VEM auditing 
played a part: 


Part III of the Estimates; 


e the capacity to measure 
and report on 
effectiveness; 


e the increased focus on 
accountability (for 
example, Part III of the 
Estimates); 


e new Crown corporation 
legislation in 1984; 


e the Increased Ministerial 
Accountability and 
Authority (IMAA) 
initiative; and 

e avibrant program 
evaluation community. 


Has comprehensive auditing 


contributed to better 
government? 


Mr. Boisclair indicated that 
the big question left to be 


Mike Weir, VFM panel moderator 


addressed was whether 
comprehensive auditing had 
contributed to better 
government or better 
administration of public 
sector policy. "The jury is 
still out; there is no clear 
answer," he said. One of the 
main difficulties to 
overcome is that of audit 
bias, because in some cases, 
only the auditor -- not 
management - is talking 
about program performance. 
A second problem is the 
increasing strain on auditors 
to mobilize multi- 
disciplinary teams to get the 
job done. Auditors have 
focussed on systems and 
practices; however, these do 
not necessarily equate to 
good performance but rather 
are only a proxy of 
performance. Mr. Boisclair 
outlined the issues that must 
be dealt with in regard to the 
future. On the issue of 
relevance, he said, VFM 
auditing would have to, 
relate to the real public 
sector agenda; strategic 
choices, not technical 
choices, will have to be made 
in light of increasing 
demands for public services. 
Trust between government 
officials, elected members, 
and the public has eroded 
over the last decade and has 
to be rebuilt, he added. 


With regard to performance 
measurement, he suggested 
that the technical problem of 
measurement had been 
largely solved, and that what 
was needed was the accep- 
tance and use of these mea- 
sures as part of the corpor- 
ate culture. That is, the 
problem that remains is for 
the most part a people issue, 
not a technical problem. 


There is a trend toward 
increasing the level of 
aggregation of audit 
reporting. He pointed to the 
1988 annual report of the 
Ontario Auditor General, 
which contained an overall 
rating of the satisfaction of 
the public administration. 


He also indicated that many 
managers and elected 
representatives view value- 
for-money auditing as 
highly punitive. The 
challenge is to turn this 
perception around. This 
could be done, in part, by 
increasing the level of 


aggregation. 


Managers are now willing to 
sit down and talk with us. 


Mr. Boisclair listed some 
remedies for these 
problems. For example, VFM 
auditing now offers several 
models to management. One 
currently being developed 
by the CCAF provides attest 
assurance to management 
representations on 
effectiveness. It is the job of 
the auditor to offer these 
choices to the community. 
Mr. Boisclair asserted that 
the existence of 
comprehensive auditing 
over the next 10 or 20 years 
depends on its becoming 
professionally accountable 
to its clients. Auditors have 
to be more forthright about 
explaining their judgment 
process. 


Mr. Boisclair’s summary for 
the future of VFM auditing 
was optimistic. "Managers 
were hostile to auditors ten 
years ago; now they are 
willing to sit down and talk 
with us." 


The second VEM panel 
speaker, Maria Barrados, 
began by pointing out that 
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VFM panelists (from left) J.P. Boisclair, Maria Barrados, Al Johnson. 


her presentation was based 
on several years of practical 
VFM experience at the OAG. 
In addition, she is the 
Office’s functional leader 
for effectiveness. 
Professionally, she comes 
from the applied research 
field, and from this 
perspective she argued that 
the technical problems of 
measurement have not been 
solved. Because of this, she 
thought it would be useful 
to compare the differences 
in practice between the 
classic attest model and the 
current OAG VFM model. 


VFM and attest auditing are 
based on different models. 


Ms. Barrados disputed the 
common view that VFM and 
attest auditing are based on 
the same model. First, she 
said, current OAG audit 
activity reflects the wishes 
of Parliament -- the Auditor 
General is required to 
report anything that he 
considers of significance 
and of a nature that should 


be brought to the House of 
Commons. Second, the last 
ten years have seen a major 
shift in VFM auditing from 
systems and practices-based 
to results-based auditing. 
Current methodological 
development has not always 
kept pace with this shift in 
practice, and current 
updating should continue. 
Also, she said, in order to 
adequately discharge our 
responsibilities and the 
reporting requirements 
outlined in the Auditor 
General’s Act, many 
different theoretical 
approaches drawn from a 
range of disciplines were 
required. Knowledge from a 
wider range of disciplines 
would be consistent with the 
mandate of the Office. 
Auditors could select an 
appropriate approach and 
analysis method to 
determine demonstrable 
findings on the lack of due 
regard as stated in the 
objectives of the Act. They 
could then gather evidence 
and draw conclusions 
according to criteria that 
reflect the policies of the 
Office. 


Ms. Barrados described the 
attest auditing model as 
pyramid shaped -- froma 
broad base to a single 
opinion -- whereas the VFM 
auditing model was more 
like a diamond. A VFM audit 
begins with data gathering 
on the components of an 
entity, then expands to an 
analysis of related activities, 
and ends with verification 
and conclusion based on 
certain criteria. She said this 
was not inconsistent with 
the attest model but 
certainly was different in 
practice. The future relies 
heavily on our ability to 
build on the strengths of the 
attest model, elements such 
as confidence and an 
objective state of mind, she 
said. These and analytical 
skills from many other 
disciplines would be 
required to understand the 
complex activities that we 
audit. She contended that if 
we failed to meet this 
challenge, VFM auditing 
would become more limited, 
less relevant, and of less 
consequence. She explained 
that the strengths come from 
broadening the use of 
different disciplines and 
approaches to VFM auditing. 
She concluded by 
challenging the MX/DX 
community to help 
formulate practice that is 
progressive and 
developmental and to help 
shape a better future for 
comprehensive auditing. 


Al Johnson, the third VFM 
panelist, focussed his 
remarks on program 
evaluation. He began by 
stating four propositions: 
first, there is not a huge 
demand for program 
evaluation; second, there is 
not a huge supply of 
program evaluation; third, 
there are great difficulties in 
effectiveness evaluation; 
and fourth, we should not 


forget efficiency 
evaluations. 


Politicians don’t get re- 
elected by their 
outstanding performance 
in committees. — 


In discussing his first 
proposition, Mr. Johnson 
said that there is not a large 
body of work directed at the 
effectiveness of government 
programs, from an objective, 
non-partisan point of view. 
Also, little time is spent by 
the Public Accounts 
Committee in objective 
evaluation of policies and 
programs. He indicated that 
part of the problem was 
inherent in the political 
process, in that politicians 
don’t get re-elected by their 
outstanding performance in 
committees. We must look 
beyond committees if we are 
to fully examine the 
effectiveness of public 
programs. With regard to his 
second proposition, he said 
that asking a deputy 
minister to do an 
effectiveness evaluation 
would be similar to asking 
him to impale himself on his 
own sword. The deputy’s 
primary responsibility is to 
the minister. And, continued 
Mr. Johnson, "in 30 years as 
a senior public servant, I 
have never met a minister 
who enjoyed being 
criticized by his deputy." 


Moving on to his third 
proposition, Mr. Johnson 
pointed out that one major 
problem in effectiveness 
evaluation is defining 
objectives for large, 
complex programs. He 
mentioned the CBC, whose 
mandate is to present 
national material that will 
satisfy audience tastes and 
also to promote the interests 
of Canada. Such ephemeral 


and sometimes contra- 
dictory objectives make it 
extremely difficult to 
evaluate programs. 
However, he said, the 
importance of program 
evaluation cannot be over- 
stated. 


In discussing his last 
proposition, Mr. Johnson 
indicated that we have 
moved further in technology 
in the area of measuring 
efficiency than in measuring 
effectiveness. He said there 
was a great need currently 
to reassure politicians and 
the public that greater 
efficiency is in fact being 
achieved. The conventional 
political measure of 
efficiency must be attacked. 
The notion that efficiency is 
simply a measure of the 
person-year cuts in the 
budget is not acceptable, 
nor is the notion that 
efficiency is induced by 
more controls. Better 
efficiency evaluations 
would, in fact, reassure the 
public and reduce the need 
for controls. 


In concluding, Mr. Johnson 
said many difficulties had to 
be overcome; progress 
would be slow and incre- 
mental. Royal Commissions 
are themselves a form of 
program evaluation and will 
continue to play an 
important role in the future, 
he said. 


The future of 
financial attest 
auditing 


The financial attest auditing 
panel consisted of three 
excellent candidates who, 
within their respective fields 
of expertise, presented to 
our managers and directors 
a vision of the future of 
financial auditing. This 
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panel was moderated by 
Assistant Auditor General 
Mike McLaughlin. 


Bill Bradshaw, presently on 
a two-year secondment with 
CICA, was the first speaker 
on the panel for attest 
auditing at the Conference. 
He foresees greater focus in 
the next decade on 
databases, where things 
change minute by minute. 


In the short term, financial 
statements will still be 
valued as a unique way to 
provide performance 
analysis. And the increased 
use of analytical techniques 
in financial auditing will 
actually raise the need for 
judgment, said Mr. 
Bradshaw. 


More auditing and less 
consulting will be 
required. 


In the future, he continued, 
both regulators and 
shareholders will demand 
that audit opinions focus on 
internal controls. Auditors 
will have more 
responsibility for detection 
of fraud and illegal acts, 
particularly those involving 
management. Furthermore, 
an opinion on the 
organization’s impact on the 
environment will also be 
demanded. More time, he 
said, will be devoted to 
auditing and less to 
consulting. 


Expanded reporting in the 
public sector will lead to 
more management reporting 
on systems, and these will 
require auditing, said Mr. 
Bradshaw. Also, VFM 
auditing and financial 
auditing will be more 
integrated over the next 
decade. 


In summing up, Mr. 
Bradshaw indicated that 
auditors should ask three 


questions of every 
organization they audit: 

(1) How well is it adapting? 
(2) How well does it respond 
to the needs of its people? 
(3) What is management’s 
attitude towards mistakes? 


"In the 1990s," predicted the 
next panelist, Deputy 
Comptroller General David 
Roth, "federal government 
auditors will be faced with 
resource restraints, 
increased complexity of 
systems, and significant 
changes in management 
philosophy. The emphasis 
will be on risk-taking and 
the expectation of probity 
and prudence." 


Mr. Roth explained that 
resource restraint in the 
public service creates 
greater discretion and the 
need for more 
accountability from 
managers. The Office of the 
Comptroller General, for 
example, has cut 
management layers and 
decentralized decision- 
making. Mr. Roth discussed 
the development of FISP 
(Financial Information 
Strategy Project) now under 


Attest panelist Bill Bradshaw. 


way in the federal 
government. Because 
decision-making is becoming 
decentralized, planning for 
the new financial system has 
been designed to ascertain 
(1) what information is 
needed by each level; 

(2) what accuracy is needed 
(e.g., the Department of 
Finance is less concerned 
with detailed accuracy than 
departmental management); 
and (3) what information 
should be restricted from 
certain users. 


Mr. Roth described the 
system as a relational 
database, presently having 
nine different modules, with 
each interface needing 
reconciliation. A major 
implication of this for attest 
auditing will be the lack of 
detailed data centrally kept, 
he added. Some information 
will be available to financial 
auditors only at the regional 
or local level. 


Going back to a systems 
auditing approach. 


Our audit focus on systems 
vs. data is like a pendulum, 
explained Mr. Roth. Fifteen 
years ago the focus was on 
systems. Now we are 
performing a data audit. But 
the financial audit world is 
swinging back to systems 
because of their increasing 
complexity. We have to 
determine the key controls 
so that we can quantify the 
assurance coming out of 
systems. 


Internal audit, under [MAA, 
assumes the role of 
commenting and providing 
"reassurance" subsequent to 
management’s original 
provision of "assurance," 
said Mr. Roth. Over the next 
decade, internal audit may 
have a more active role in 
financial systems auditing. 


Other changes anticipated 
by Mr. Roth are the 
increased involvement or 
role of auditors in fraud 
detection and the need for 
more work in the audit 
community on assessing 
risk. 


Auditing database 
integrity will become more 
important than auditing 
financial statements. 


The technology world is 
changing rapidly, said David 
Marshall, the third attest 
panelist at the Conference. 
Mr. Marshall, Assistant 
Auditor General responsible 
for Computer Audit Services 
at the OAG, presently on 
secondment to Customs and 
Excise, said that users now 
expect and want customized 
information. Financial 
statements are inappropriate 
tools for accountability 
because of their limitations 
and timeframe. The world 
needs information that is 
relevant to upcoming 
decisions, not just to past 
decisions. This is giving rise 
to publicly available 
databases, which provide 
regulators and shareholders 
with access to up-to-date 
financial information. 


Because end-users will be 
dipping more into the 
database, systems must have 
integrity. This situation 
provides more challenges to 
auditors. 


In the future, he said, 
records will not be just 
numbers but will be multi- 
media events. Systems will 
provide, for example, voice 
translation of input. But how 
do we ensure the integrity 
of such systems? 


"No organization will be an 
island," paraphrased Mr. 
Marshall. Networks of 
information will connect 
organizations. Government 
departments such as 
Customs & Excise are 
experimenting with tying 
into corporate databases. 
However, he added, the 
question then arises of how 
auditors can know whether 
they are auditing the correct 
database. 


Other upcoming trends 
predicted by Mr. Marshall 
were continuous rather than 
periodic auditing and 
parallel reprocessing rather 
than sampling of 
transactions. New auditing 
skills and techniques, 
knowledge of expert 


Attest panelist David Marshall (left) and panel moderator 
Mike McLaughlin. 
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Attest panelist David Roth. 


systems, and the use of 
decision models and 
regression analysis will be 
of paramount importance to 
auditors, he said. 

Mr. Marshall feels that 
database integrity is the 
key. He also foresees a 
fuller integration of VFM 
and financial auditing and 
an increased emphasis on 
fraud investigation, which 
would require going 
beyond the departmental 
perspective. 


So, where are we 
headed? 


The six panelists, whether 
talking about the future of 
VFM or financial auditing, 
had a central message -- the 
audit world is changing. 
Government is changing. 
Technology is changing. In 
many Cases, our past 
successes are leading us to 
new, and different, goals. 
Our creativity and flexibility 
will be tested. 

History teaches us that the 
timing and pace of change is 
difficult to predict. 
Nonetheless, the conference 
panelists convincingly 
argued that our audit world 
will change in exciting and 
challenging ways. 
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Fellowship Feedback 


The Office of the Auditor 
General of Canada is often 
asked to share its auditing 
expertise with other countries 
through such projects as the 
Canadian Comprehensive 
Auditing Fellowship (CCAF) 
Program. Funded by the 
Canadian International 
Development Agency and 
administered by the Office 
and the Canadian 
Comprehensive Auditing 
Foundation, this program was 
implemented in 1980 to bring 
senior auditors from 
developing countries to work 
and study here. 


The Fellows spend one year 
with the OAG, assisting in a 
variety of comprehensive 
audits to enhance their 
understanding of public 
sector accounting and 
auditing, especially in the area 
of value for money (VFM). As 
well as gaining practical 
experience by working with 
audit teams, they also 
participate in a number of 
professional development 
activities. 


Opinions wrote for news to 
the 74 Fellows who have come 
to the Office from around the 
globe over the past decade. 
Of those we were able to 
reach, 23 reported that their 
stints with the OAG have not 
only boosted their careers but 
have also contributed to 
auditing practices within their 
government. 


The first Fellow to graduate 
from the Program was Fong 
Heng Boo of Singapore. 
Divisional Director within the 
Statutory Board Audit Activity 
of Singapore when he came to 
the OAG in 1980, Fong has 
since been promoted to 
Assistant Auditor General. 


C. Nesarajah of Malaysia. 


Fong said he still cherishes 
memories of working with the 
OAG Fisheries and Oceans 
team under Principal Ike 
Prokaska. 


C. Nesarajah of Malaysia has 
been quite busy since his 
graduation in 1982. While with 
the OAG, he worked with the 
Industry, Trade and 
Commerce team under 
Principal Larry Ting. On his 
return home, he managed the 
comprehensive audit of 
Malaysian Trade Commissions 
and then became Assistant 
Director of the Federal Audits 
Division. He was transferred 
in 1985 to his present position 
as Director of Audit, Audit 
Department of Sarawak, 
Borneo. He also assisted in 
the preparation of the 1986 
Asian Organization of 
Supreme Audit Institutions- 
CCAF training package for the 
comprehensive audit of 
foreign missions in Manila, 
Philippines. 


Winston Orege was an 
Assistant Director of Audit in 
the Republic of Kenya when 
he came to the OAG in 1981 to 
work as a Fellow under 
Principal Yvan Gaudette, 


Professional Development 
(PD) Group. After graduation 
in 1982, Winston designed and 
taught many courses in 
accounting and auditing 
throughout Kenya. He has 
since been promoted to Senior 
Assistant Director of Audit and 
Deputy Director of Audit in 
Kenya's Office of the Auditor 
General. Winston wrote that 
he will forever be indebted to 
the CCAF and the OAG for 
having made the Fellowship 
Program possible and 
suggested a reunion of past 
Fellows to exchange ideas and 
experiences. 


Hazel Anatol was Audit 
Director of State Enterprises 
and Statutory Bodies in the 
Republic of Trinidad and 
Tobago when she arrived in 
Ottawa in 1982. She was 
assigned to the Health and 
Welfare team under Principal 
Bonnie Miller. After her return 
home, Hazel became Assistant 
Auditor General, 
Comprehensive Audit. In 1989, 
she was elected First Vice- 
President of the Trinidad and 
Tobago Chapter of the 
Institute of Internal Auditors. 


Khairuddin Bin Jamaluddin 
of Malaysia studied and 


Hazel Anatol of Trinidad and 
Tobago 


worked under the Fellowship 
Program with Principal Wayne 
Cluskey, Supply and Services 
team. After graduation in 1983, 
he was appointed Senior 
Auditor in the Office of the 
Auditor General, Malaysia. He 
became Acting Principal 
Auditor of the Comprehensive 
Audit Division in 1984. He 
presently holds a two-year 
secondment post as Audit 
Manager, Malaysian Telecom 
Company, and credits the 
Fellowship Program with 
contributing to his success. 


Don Hewagamage was an 
Assistant Auditor General in 
Sri Lanka when he joined the 
Fellowship Program in 1982 to 
work with the Parks Canada 
team under Principal Don 
Young. When he returned to 
Sri Lanka, he was appointed 
Deputy Auditor General. This 
summer, he was acting Auditor 
General of Sri Lanka. Don 
wrote that the OAG concept of 
comprehensive auditing 
enveloping the concept of 
extended accountability had 
broadened his outlook and 
refined, sharpened, and 
expanded his knowledge. 


Michael Pong of Hong Kong, 
worked in the OAG with the 
Regional Industrial Expansion 
team, under Principal John 
Hitchinson, graduating in 
1984. In 1987, he was 
appointed Principal Auditor in 
Hong Kong and two years 


Michael Pong (middle) of Hong Kong 


later he was promoted to 
Assistant Director. Michael 
said the OAG experience 
would be useful to him 
personally and professionally, 
for the rest of his life. 


Muhammad Akram Khan was 
Pakistan's Director of 
Commercial Audit when he 
joined the OAG Public Works 
team under Principal Shahid 
Minto. Returning home to 
Pakistan in 1984, Akram Khan 
was promoted to Director- 
General and teaches 
performance audit for middle 
managers. He published a 12- 
volume series of Guidelines on 
Performance Auditing and 
contributes to a bi-yearly 
journal on performance audit 
known as PERFORMIT 
(available in the OAG Library). 
He wrote to say that “the 
investment made by the 
Canadian Government in my 
training was put to good use.” 


Muhammad Akram Khan of Pakistan. 


Adebayo Thomas came to the 
OAG in 1983 while Assistant 
Director of Audit in Nigeria. 
During his tenure as a Fellow, 
he worked with the National 
Health and Welfare team 
under Bonnie Miller. After he 
graduated, Adebayo was 
promoted to the position of 
Deputy Director of Audit in 
Nigeria. Adebayo retired in 
December 1989, after 35 years 
with the public service. 


Severino Pina (left) of Mexico 


Severino Pina was 
Department Chief, Contaduria 
Mayor De Hacienda in Mexico, 
when he came to the OAG 
Fellowship Program in 198% to 
work with the Health and 
Welfare team under Bonnie 
Miller. After graduation, 
Severino took the position of 
Finance Director in Mexico. He 
was later appointed manager 
of the Programming and Time 
Control System. In 1986, 
Severino returned to the OAG 
for a brief course on the IDEA 
software. In 1989, he visited 
Ottawa again to learn about 
the ADAPT project and the 
modus operandi of the 
Computer Audit Group. He 
has since been promoted to 
General Director for the Audit 
of Expenditures in the Central 
Sector. He is involved in 
investigation and consultation 
to establish policy and identify 
issues in order to initiate VFM 
audits in the Mexican 
government. 


When Sarath Mayadunne 
started his fellowship in 1984 
with the Methodology Group 
under Principal Joe Hudson, 
he was Superintendent of 
Audit in Sri Lanka. Since then, 
he has been promoted twice: 
first to the position of 
Assistant Auditor General, 
then to Deputy Auditor 
General. Sarath told us that 
VFM auditing has become a 
regular concept in the Sri 
Lankan government. 
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Wazir Ahmad Qureshi of Pakistan 
lectures on performance audit. 


Vincent Azie of Lagos, Nigeria, 
studied under the Fellowship 
Program in 1984 with the OAG 
Environment/Consumer and 
Corporate Affairs teams under 
Don Young. He retained his 
post of Chief Audit Officer 
until his promotion in 1987 to 
Assistant Director of Audit. He 
also teaches comprehensive 
auditing courses. 


Du Zuoling of Beijing, China, 
worked with the PD Group 
under Principal Murdo 
MacSween. After graduating in 
1986, she returned home and 
was assigned to a railway 
project financed by the World 
Bank. She was promoted twice: 
first to section chief and then 
to deputy division chief. She 
later transferred to the China 
Audit Firm. She is responsible 
for the audit of World Bank 
projects, where she is able to 
use more of what she learned 
at the OAG. She is also in 
charge of audit projects 
involving foreign funds, and in 
fact, her firm has been hired 
by the Canadian Embassy to 
audit a Canadian International 
Development Agency project 
in China. 


Wazir Ahmad Qureshi was the 
Director of Accounts, Pakistan 
Telephone and Telegraph 
Department, when he came to 


the Office in 1985, where he 
worked with the Agriculture 
team under the late Principal 
Henry de Souza. When he 
returned home, Wazir was 
promoted to Director, 
Performance Audit Wing, 
Department of the Auditor 
General of Pakistan. In 1988, 
he became Director General, 
Performance Audit 
methodology and training, 
and provides technical 
consultation to senior 
auditors. He credits the 
comprehensive auditing 
taught by OAG Canada for 
the reputation Pakistan has 
earned in this field. 


Jose Adelino Da Mota of 
Brazil joined the 
Methodology Group under 
Principal Mike Adibe as a 
Fellow in 1985. Since 
graduating, Jose has lectured 
on comprehensive auditing in 
several federal and state 
entities. In 1988, he 
influenced those who issued 
the Brazilian Federal 
Constitution to allow the 
Federal Court of Accounts to 
perform VFM audits on the 
federal government. 


Mohamed Said Daoudi and 
Mohamed Hadhoudi joined 
the Fellowship Program in 


From left: Mohamed Said Daoudi, 
Elbaz Benarer, and Mohamed 
Hadhoudi of Morocco 


Mohamed Ben Abda of Tunisia. 


1986 to study under Principal 
Louis Lalonde with the Canada 
Employment and Immigration 
Commission (CEIC) team. Both 
men held dual roles as judges 
and auditors in Morocco and 
are up for promotion as senior 
advisers to the Cour des 
comptes. They told us that 
everything they learned 
through the Fellowship 
Program had proved very 
useful in their work. 


Mohamed Ben Abda of Tunisia 
was also appointed to work 
with CEIC under Louis 
Lalonde when he came to the 
OAG Fellowship Program in 
1987. After graduation, 
Mohamed, who is with the 
Public Corporations Chamber 
of the Cour des comptes, was 
assigned to the First 
Residence, where he was 
responsible for training and 
for foreign affairs. He 
presently teaches audit 
methodology courses that 
encompass comprehensive 
auditing. He is preparing an 
introductory course on IDEA 
software for the staff of the 
Cour. 


Sahid of Indonesia. 


Sahid, a senior auditor in 
Indonesia, came to work and 
study in 1987 with the Public 
Works team under Larry Ting. 
After his graduation, he was 
promoted to Head of 
Personnel Bureau of the 
Supreme Audit Board, where 
he manages 1,800 staff. Sahid 
wrote to thank us for taking an 
interest in his career and said 
"he was very much indebted to 
the OAG." 


Kulasekara Leslie Perera 
already occupied his position 
as Superintendent of Audit in 
Sri Lanka when he came to the 
OAG as a Fellow in 1987. In his 
letter, Kulasekara recalled the 
memorable year he spent 


Kim Kyung-Deok of Korea (top /eft) 


training in comprehensive 
auditing with the Energy, 
Mines and Resources team 
under Principal Bill Woodley. 


Kim Kyung-Deok of Korea 
began the Fellowship Program 
in 1987, working with the 
Agriculture team under Paul 
Ward. He returned home after 
graduation and was assigned 
to a position as a team leader 
at Division 1, Engineering 
Works Bureau. Last year he 
transferred to Division 2, 
which audits construction 
projects. 


Leung Kwok Kit of Hong Kong. 


Leung Kwok Kit (George) of 
Hong Kong came to work as a 
Fellow in 1987 with the 
Fisheries and Oceans team 
under Principal Hugh 
McRoberts. After graduating, 
George accepted a position as 
Senior Electronic Data 
Processing Auditor in the 
Computer Audit Branch of the 
Audit Department, Hong Kong. 
He is head of three audit 
sections responsible for 
managing audit activities of 
the computerized information 
systems in 15 major 
government departments. He 
mentioned in his letter that he 
has been using techniques he 
learned in the OAG. 


Mohamed El] Hilali, Morocco 


Mohamed El Hilali joined the 
Fellowship Program in 1987 
and worked with the CEIC 
team under Louis Lalonde. 
When he graduated, he 
returned to Morocco, where he 
holds a dual role position of 
judge/auditor with the Cour 
des comptes. 


One sad note in our 
correspondence with the CCAF 
Fellows was the death of 
Naomi Inniss-Estrado of 
Trinidad and Tobago. Naomi 
came to the Office in 
September 1984 to work and 
study with the Human 
Resources Management Group 
under Principal Cy Barrass. 


These reports from former 
Fellows indicate that the OAG- 
CCAF Fellowship Program has 
introduced the practice of 
comprehensive auditing to 
many countries, creating a 
growing international 
fraternity of public sector 
auditors. Their warm response 
and positive feedback was 
rewarding to OAG staff who 
have been involved with 
Fellows over the past decade. 
The Fellowship Program 
continues, with nine Fellows 
currently gaining hands-on 
experience at the OAG. 
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Auditing Privatization 


Process, Not Policy 


The following is an excerpted version of a 
speech given by Auditor General Kenneth 
Dye at the National Accountants in 
Government Convention in March 1989 in 
Melbourne, Australia. 


Auditing privatization is important. It’s 
important because taxpayers deserve to 
know whether the assets bought or 
developed with their taxes are being 
disposed of in a way that provides the 
greatest possible recovery of their 
investment, monetarily, socially, or 
economically. 


There have been two principal kinds of 
privatization in Canada--contracting out and 
the divestiture of Crown entities through the 
sale of shares or assets. Canadian Crown 
corporations privatized by these means in 
recent years include: Canada Development 
Corporation, Canadian Arsenals Ltd., 
Canadair Ltd., and Teleglobe Canada. 


Canadian Crown enterprises were 
established in response to real or perceived 
public policy needs. Canada has relied on 
regulation rather than ownership to ensure 
that the national interest was being 
protected. As a result, government 
enterprise ownership in Canada has been 
less than that in most European countries. 


Since 1984, 12 wholly-owned Crown entities 
have been privatized for total cash proceeds 
of approximately $1.5 billion. In addition, 
the government has sold shares and 
warrants for total cash proceeds of 
approximately $700 million. At present, 
privatization of four enterprises is 
underway, including Air Canada. 


The government considers a number of 
issues when contemplating privatization: 
competitiveness, viability, the sale’s impact 
on the region and community, and the sale’s 
impact on government finances. Using that 
analysis, Cabinet selects entities that are 
likely to perform better under private 
ownership. 


The selected corporations are subjected to 
an in-depth review by a team of government 
officials, Crown corporation officials, and 


private sector advisers. Co-ordinated by the 
office of Privatization and Regulatory 
Affairs, the review team develops options for 
Cabinet consideration. 


When the sale is approved by Cabinet, the 
Crown enterprise is prepared for sale. All 
legal, financial, and legislative steps are 
taken. These include: a final valuation of the 
Crown corporation; an announcement of the 
sale; a call to bidders or a public offer of | 
shares for sale; and the tabling of a bill in 
Parliament. The process then goes through 
passage of legislation, the actual sale, and 
the transfer of ownership to the private 
sector. 


I can audit the privatization process by 
carrying out a value-for-money audit of the 
Office of Privatization and Regulatory 
Affairs, or I can carry out a special 
examination of the Canada Development 
Investment Corporation. In fact one is 
underway right now. As a part of that audit 
we will look at some aspects of the 
privatization of two or three companies. 


The special examination under the FAA 
attempts to determine whether the financial, 
human, and physical resources of the 
corporation were managed economically 
and efficiently and whether its operations 
were carried out effectively. However, there 
is a catch. The special examination is carried 
out only once every five years, and the 
Canada Development Investment 
Corporation does not cover the total 
spectrum of the privatization process. 


I have been using the term, "privatization 
process." I have chosen these words 
advisedly. The Auditor General has no 
mandate to second-guess the merits of 
public policy, but I do concern myself with 
whether an adequate analysis has been 
carried out, and whether the decision- 
makers have proper information available in 
establishing and implementing policy. 


The privatization of a corporation may entail 
a variety of objectives, including: 
preservation of a level of research and 
development activity by exploiting 
technology from the Canadian base, 


preservation of economic activity ina 
particular area of the country, or 
preservation of Canadian ownership. 


As auditors we must determine if all 
significant policy issues were settled before 
the corporation was offered for sale. This 
has been a particularly vexing problem in 
some of the privatizations in Canada. For 
example, before Teleglobe Canada was 
offered for sale, issues surrounding the 
future regulatory relationship of the 
company with the government and existing 
contracts had not been resolved. As a result, 
a considerable amount of time was lost, and 
the bidders had to submit revised bids. 


The auditor is interested in the timeframe 
associated with the negotiation and 
completion of the sale transaction. In 
addition to the problems I have already 
mentioned, there can be undue procedural 
impediments and delays. This not only has a 
bearing on economy and efficiency issues 
but also runs the risk of the deal falling 
through. It’s the conventional wisdom in 
private sector merger and acquisition 
activity that after a letter of intent has been 
signed, the deal must be closed in the 
shortest possible time. 


Let me mention another significant area of 
audit. Sometimes before a corporation is 
offered for sale, it may need to be made as 
attractive as reasonably possible to 
investors. This could require the infusion of 
cash to improve liquidity, the restructuring 
of the organization, or perhaps the 
installation of new managers. The income 
tax picture might also need to be reviewed 
in legitimate ways to make it attractive to 
potential buyers. The auditor must examine 
whether, in identifying the most appropriate 
method of sale, all available alternatives 
were analysed and considered. 


After the method of sale has been 
determined, other issues have to be 
examined. Were eligibility criteria for 
bidders established? Were such criteria 
adequately communicated to potential 
bidders? It has been suggested that 
Canadian eligibility criteria were not always 
entirely clear, thereby exposing bidders to 
undue expense. 


Auditors should be interested in examining 
the adequacy of the methodology used for 
valuation of the target company’s business. 
In the case of Crown corporations, there 
may be public policy considerations that 


dictate that the business be sold to a bidder 
who has offered less than the highest bid but 
has certain other policy attributes. The 
valuation provides a useful guidepost for 
the maximization of sale proceeds in the 
context of other policy considerations. 
Auditors must tread cautiously in staking a 
view on the adequacy of a particular 
methodology for valuation used by the 
government. Business valuation is not a 
perfect discipline. Privatization involves 
sophisticated business approaches and 
techniques. To deal with them effectively 
requires suitable qualifications and training. 
The auditor has to assess whether the 
personnel engaged in the privatization 
process have the necessary skills and 
background. 


Conflict of interest and the preservation of 
security of information are other important 
areas of audit. We have had allegations of 
conflict of interest and breaches of 
commercially confidential information in 
Canada. A court action was launched against 
an individual in at least one case. 


The communication of information is 
another issue of considerable concern in 
Canada. There have been instances where 
employees of the target company were not 
advised of the government’s decision to 
privatize their company, nor were they told 
what privatization entails. Their primary 
source of information was the media. This 
deficiency has a serious impact on the 
efficiency and effectiveness of the 
privatization process. It can affect employee 
morale. 


As auditors, we should determine whether 
the government has ensured effective 
communication of information to employees 
and management. Systems and procedures 
should be implemented to ensure 
availability of appropriate information to 
decision-makers. This includes the relevant 
Ministers, Cabinet, and Parliament. 


Conflict of interest raises many problems. 
What should be the auditor’s responsibility 
in examining the procedures used to deter 
and detect conflict of interest, complicity, 
and collusion? How much work should the 
auditor carry out in this area? 


In view of the growing activity in 
privatization worldwide, it’s timely that we 
start debating the relevant audit approaches. 
The challenges are indeed significant. 


OPINIONS 


20 OPINIONS 


Executive Promotions 


Auditor General Kenneth Dye 
announced the following 
executive promotions, 
effective 1 April 1990. Four 
Principals were promoted to 
PX-2 level: 


Ross Buskard, 
Jacques Goyer, 
Louis Lalonde, 
Brian Pearce. 


Nine Directors were 
promoted to Principal (PX-1): 


Alan Beaton, 
Bart Burron, 
Richard Flageole, 
Richard Gagne, 
Wayne Gilmour, 
Dan Rubenstein, 
Harry Ruthnum, 
Ellen Shillabeer, 
John Wiersema. 


Jacques Goyer 


"I know of few employers 
offering as many challenges 
as the OAG. The atmosphere 
is stimulating. The people I 
work with are professional 
and dynamic and truly care 
about doing a good job. 
Even after ten years, I 
derive pleasure and 
satisfaction from the work 
we do, particularly since the 
human resources issue is 
becoming progressively 
more important in our 
audits." 


Jacques Goyer is the 
Principal responsible for the 
quality of human resource 
management audits. A 
graduate of the University 
of Montreal, Jacques worked 
for school boards in 
Montreal and Joliette, for 
the City of Montreal, and for 
the daily newspaper 


Ross Buskard 


"Working with the OAG has 
afforded me a wide range 
of new perspectives on 
government operations. 
The capital projects team 
has conducted audits in 
almost every federal 
department since its 
inception seven years ago, 
and this has given me the 
opportunity to examine the 
different management 
styles and systems in use in 
the government acquisition 
system. In addition, the 
benefits of working in a 
highly professional 
organization have been 
substantial and very 
satisfying." 

Ross Buskard joined the 
Office in 1984 and has been 
the Principal responsible 
for the Major Capital 


La Presse before joining the 
federal Public Service 
Commission in 1970. In 
1976, under the Career 
Assignment Program, he 
studied at the Ecole 
nationale d’administration 
publique (ENAP) while also 
working for the province of 
Quebec’s Executive Council 
Secretariat and the Quebec 
Public Service Department. 
Upon his return in 1977, 

he was appointed 


Projects audit team since 
that time. A graduate of 
Carleton University, Ross 
completed a 33-year career 
in the Air Force, prior to 
joining the Office. He held 
command positions at the 
squadron and station level 
and served in National 
Defence Headquarters as 
Director General, Current 
Policy. His program 
management background 
includes the NATO Airborne 
Early Warning program and 
the Goose Bay project. 


co-ordinator of the Master’s 
degree program in public 
administration for the 
Outaouais region. In 1979, 
he joined the OAG as 
Assistant Director of 
Personnel, becoming the 
Director of Personnel in 
1980. In 1982, he joined the 
Professional Development 
Group and was given 
specific responsibility for 
career planning issues. 
Jacques has been in his 
present position since 1987. 
In addition to his duties 
with the OAG, Jacques 
provides consulting services 
to organizations in the 
private and public sectors. 
He also lectures and writes 
specialized articles. He has 
been a lecturer in the M.A. 
program at the ENAP in Hull 
since 1978. 


Louis Lalonde 


"Since returning to the OAG 
in 1986, I have been 
fascinated by the 
orientation of value-for- 
money (VFM) audits. 
Requiring less time to 
prepare, our chapters are 
more concise and more 
results-oriented; they set out 
important messages for 
Parliament and for the 
client, encouraging them to 
move further along the road 
to excellence. I firmly 
believe that our audits 
influence the behaviour of 
the government and of 
existing administrations. 
Being an auditor in the 
public sector is an honour 
for me and provides me with 


Brian Pearce 


"Working with the Halifax 
staff on the various 
assignments has been a 
challenging and, obviously, 
rewarding experience for 
me. I think that we have, in 
the East, excellent exposure 
to all aspects of OAG 
auditing. Through our 
people, we have the 


an opportunity to make a 
positive contribution to the 
edification of my country." 


Louis Lalonde obtained his 
CA designation in 1974 and 
worked in the private sector 
for five years before joining 
the OAG in 1976. From 1981 
to 1986, he worked for the 


potential to improve our 
products and increase our 
cost effectiveness. We are 
currently learning from our 
contracting experiences and 
intend to increase our audit 
efficiency by adopting the 
best of the private sector’s 
approaches. So far though, 
we've taught them some 
important things. And that 
makes us feel good!" 


Brian Pearce has been the 
Principal in charge of the 
Halifax regional office since 
March 1987. This office is 
responsible for departments, 
agencies, and Crown 
corporations in Atlantic 
Canada, where Office staff 
are exposed to a wide 
variety of clients, such as: 
Veterans Affairs Canada; 
Atlantic Canada 
Opportunities Agency; 


Department of Energy, 
Mines and Resources. Louis 
currently leads the 
Employment and 
Immigration Canada audit, 
which includes the 
important Unemployment 
Insurance Account audit. He 
is also responsible for 
auditing a Crown 
corporation, the Royal 
Canadian Mint. Louis is a 
member of numerous OAG 
in-house committees, 
including the Promotion 
Review Committee and the 
Audit Note Committee. He 
participates in recruitment 
and co-ordinates the VFM 
audit calendar for the 1990 
annual report. 


Cape Breton Development 
Corporation; and Canadian 
Saltfish Corporation. Before 
coming to the OAG, Brian 
spent several years with 
major CA firms in Toronto 
and Halifax. He joined the 
Toronto office of the OAG in 
1984 as a Director working 
on the Canada Development 
Investment Corporation 
audit. He transferred to 
Ottawa in 1985 and worked 
on assignments with the 
Canada Post team, the 
Technical Resource Unit, and 
the Financial Management 
and Control Study. Brian has 
taught sessions in audit 
courses for the Professional 
Development Group in 
Canada as well as auditing 
and accounting courses for 
the auditor training project 
in China. 


a 
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New Principals 


Alan Beaton 


"Our work continues to 
grow more interesting and 
challenging each day. The 
regional offices must play a 
full role in this work in 
partnership with the 
various Ottawa teams. I 
look forward to promoting 
this partnership role in the 
years to come and this will 
be a top priority." 


After joining the Office in 
1961, Alan Beaton’s initial 
six years were spent in 
Vancouver. He then worked 
in Ottawa with both 
departmental audit teams 
and the Public Accounts 
audit team. Since his return 
to Vancouver in 1977, his 
principal audit 
responsibilities have 
included the Yukon 
Government, a number of 
Territorial corporations, 
and Vancouver-based Crown 
corporations, such as the 
Pacific Pilotage Authority 
and Canada Harbour Place 
Corporation. Alan’s 
participation in the Office’s 
broader scope audits 
included two special 
examinations and several 
projects that were referred 
to the region by 
headquarters audit teams. 
Alan also participated in the 
United Nations audit work 
in Geneva and the auditor 
training project in China. 


Bart Burron 


"When I joined the 
Computer Audit Group, 
some said there was no 
bottom line here. Through 
teamwork, we set computer 
audit standards and 
budgets and found a 
healthy bottom line. We 
were challenged to be 
innovative and efficient. 

I hope to continue to 
contribute to our bottom 
line while improving audit 
standards. Where else can 
you be involved in such a 
wide variety of challenging 
work ?" 


Bart Burron came to the 
Office as a Director in the 
Computer Audit Group, 
where he managed EDP 
audit services, including 
environment and 
application reviews and 
mainframe and micro 
Computer Assisted Audit 
Techniques such as IDEA. 
He set up both the EDP 
audit training program and 
EDP audit consultation 
service. Bart joined the 
Crown Corporations Group 
in 1988 and since then he 
has been responsible for 
the CMHC audit and special 
Crown corporation 
information technology 
projects such as 
microcomputer audit 
leadsheets and financial 
graphic statements. 


Richard Flageole 


"Doing useful and diversified 
work with significant 
challenges are important 
career considerations for me. 
From this standpoint, the OAG 
is a special agency. The 
challenge to government in 
the 1990s will be to maintain 
and improve services to the 
public with fewer resources. 
By improving quality and 
efficiency in all our audits, as 
well as in special 
examinations, we can all 
contribute to the attainment 
of this objective." 


Richard Flageole joined the 
OAG in 1977 as an audit 
trainee. In 1983, Richard 
became Audit Trainee 
Program Co-ordinator and 
subsequently took on various 
responsibilities within audit 
operations. Richard has 
participated in several major 
audits, including the 1986 
Financial Management and 
Control Study, the value-for- 
money audit of 
Unemployment Insurance 
Account, and the special 
examination of the Royal 
Canadian Mint. He has 
lectured for the past several 
years at the Universite du 
Québec a Hull and the 
University of Ottawa, and 
teaches OAG trainee program 
courses. He is currently 
responsible for the sectoral 
audit on immigration. 


Richard Gagné 


"Since 1979, I have accepted 
four assignments outside 
the Office, all of which gave 
me experience in manage- 
ment and international 
affairs. During these 11 
years, I have been able to 
contribute to the excellent 
relations the OAG has with 
audit offices around the 
world. The Office enjoys an 
enviable reputation on all 
continents for quality work 
and support in the area of 
international aid." 


Richard Gagne joined the 
Office in 1976 as Executive 
Assistant to Auditor General 
J.J. Macdonell. In 1979, he 
became Chief, Manpower 
Planning, OAG. He was 
nominated for the Career 
Assignment Program, which 
he completed in December 
1979. Richard was seconded 
to help implement the 
recommendations of the 
1978 comprehensive audit 
of the House of Commons. 
Between 1979 and 1985, he 
was Special Project Officer 
in the Administrator’s Office 
and Director, Personnel 
Services. Richard was subse- 
quently seconded to the 
Sino-Canadian Auditor 
Training Program and the 
Audit Administration of the 
People’s Republic of China 
as on-site project manager 
in Beijing. Since his return 
to the Office in August 1987, 
he has been Director of 
Programs, INTOSAI 
Development Initiative. 


Wayne Gilmour 


“I never wanted to be an 
accountant. A dare made me 
do it. I wanted something 
exciting. I’m now glad I did. 
One of the most stimulating 
things to happen in recent 
years ts technology...and the 
Office is right there with it. 
I’m particularly enthusiastic 
about the way the MIS-2000 
system may change, if not 
our everyday lives, then the 
way we think about our 
work. Finance is a fun and 
challenging place to work. 
We are constantly adapting. 
If we start coasting, then it 
can only mean we are going 
downhill.” 


Wayne Gilmour joined the 
OAG in April 1972, after 
spending seven years with 
the private sector. Wayne 
worked for four years on 
various audits before 
joining the Financial 
Management and Control 
Study (FMCS) group in 1976. 
He participated in a number 
of FMCS studies before 
taking full-time French 
language training in 1978. 
On his return to the Office 
he set up project 
management systems first 
for the Study on Procedures 
in Cost-Effectiveness 
(SPICE) team, and then for 
the Control Evaluations 
Branch. In 1981 he moved to 
Finance and is now 
Principal, Financial and EDP 
Services. Wayne qualified as 
a CMA in 1974. 


Tr 


Dan Rubenstein 


"Some days I feel like it’s 
the job they pay me for -- the 
work I'd do for nothing. I 
mean, there’s the 
intellectual challenge of 
pushing the outside of the 
envelope of traditional 
auditing, or the excitement 
of the fieldwork. Picture an 
auditor hovering above an 
iceflow in a Coast Guard 
helicopter, watching a 
convoy weave its way 
through the fissures in the 
flat white ice, wondering 
how in the world the pilot is 
ever going to land us on 
that small dot of an 
icebreaker far below!" 


Twenty years ago Dan 
Rubenstein and his wife 
Nancy came to Canada fora 
visit. They are still here. 
After gaining his CA in 1976, 
Dan worked for a provincial 
Crown corporation and then 
for Touche Ross & Co. for 
almost five years. Dan 
joined the Office in 1984. He 
was with the Public Works 
audit team and the 
Professional Development 
Group before his present 
spot as part of the Transport 
audit team. He has written 
several feature articles for 
CA Magazine on the 
sociology of auditing and 
recently has been writing 
articles on environmental 
accounting. 
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Harry Ruthnum 


"I enjoy working at the OAG. 
It provides a very dynamic 
and challenging 
environment with leading- 
edge technology. The 
corporate culture is one that 
fosters new ideas and 
excellence in everything 
that we do." 


Harry Ruthnum came to the 
OAG in March 1988. As a 
Director in Audit 
Operations, Harry worked 
on the audits of the 
Canadian Broadcasting 
Corporation (CBC), CBC 
Pension Fund, and 
Harbourfront Corporation, 
the three audits for which he 
now has responsibility. He 
started the "SPEX" collection 
for the Crown Corporation 
Group, which is a data bank 
of some 700 criteria used in 
the special examinations 
done by the Office. Prior to 
coming to the OAG, Harry 
worked as an examiner for 
the Office of the 
Superintendent of Financial 
Institutions. He was also a 
senior financial analyst with 
the Export Development 
Corporation in the field of 
export credit and guarantees 
for several years. Harry is a 
member of the Institute of 
Chartered Accountants of 
Ontario and a Fellow of the 
Institute of Chartered 
Accountants in England and 
Wales. 


Ellen Shillabeer 


"After several months on 
Executive Interchange in 
the private sector, I have 
chosen to continue my 
career in the OAG. Most of 
us realize the quality of 
work life that we have here 
in the Office. I am thinking 
of the excellent training 
and development 
opportunities, the chances 
for travel and international 
assignments, and the 
willingness to let the staff 
take on new and 
challenging assignments." 


Ellen Shillabeer joined the 
Office in 1980 as a Director 
in the Computer Audit 
Group, bringing with her 15 
years of experience in 
various Careers, including 
high school teacher of 
mathematics and physics, 
engineer, management 
consultant, and computer 
programmer and analyst. 
With the Office, Ellen has 
worked in the functional 
audit areas of EDP and 
human resources and as a 
member of several 
comprehensive audit teams. 
Ellen was the Director on 
the Energy, Mines and 
Resources audit team prior 
to completing an Executive 
Interchange assignment 
where she developed an 
EDP audit capability for a 
consulting firm. She is 
currently working on the 
audit of information 
security for the 1990 report. 


John Wiersema 


"I particularly enjoy the 
diversity of my current 
responsibilities and the 
people I work with. The 
Agriculture portfolio is one 
of the largest in the Office. 
We are auditing a complex, 
high-profile department, two 
major Crown corporations, 
and a number of other 
entities. We are doing VFM 
and authorities work, attest 
audits, special examin- 
ations, and many special 
reports. And we have a team 
of bright, energetic, and 
hardworking professionals 
with a broad range of skills.” 


John Wiersema joined the 
Office in 1978. He obtained 
his CA designation in 1981 
and participated in the 
Career Assignment Program 
from 1984 to 1986 with 
assignments to the 
Department of Employment 
and Immigration and Air 
Canada. In 1987, he became 
a Director on the Agriculture 
team. John was involved in 
the audits of the Export 
Development Corporation, 
Atomic Energy of Canada 
Limited, Farm Credit 
Corporation, and the 
Canadian Dairy Commission. 
He has worked on the 
Energy, Mines and Resources 
team and in the Professional 
Development Group and 
currently is jointly 
responsible with Hugh 
McRoberts for the 
Agriculture portfolio. 
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A clear and precise vision is 
essential. In 1981, shortly after 
taking office as Auditor 
General, | commissioned the 
development of a mission 
statement for the Office. That 
mission statement has served 
us well, but after nine years | 
decided it was time fora 
change — time to re-state the 
Office mission to emphasize 
our role of service to the 
House of Commons. Moreover, 
this new statement should 
form the basis for what I feel is 
the most important element of 
our mandate: the 
accountability of the Office of 
the Auditor General of Canada. 


After the Executive Committee 
reviewed several early drafts 
of the mission statement, we 
invited comment by the 
Assistant Auditors General and 
then by the Principals. Based 
on this collaboration, the 
Assistant Auditors General, 
Deputies and I met in June of 
this year to forge the new 
mission statement. We agreed 
on avery short and simple 
statement. 


Then, a group of four 
Assistant Auditors General 
elaborated on the statement 
for Office staff. This draft was 
circulated to the Assistant and 
Deputy Auditors General for 
their comments. I am pleased 
that the elaboration was 
developed and endorsed by 
my entire team of AAGs and 
DAGs. The exercise was very 
beneficial for all concerned. 
Senior management had the 
formal opportunity to talk 
with their colleagues about our 
mission and to come toa 
consensus on what we are 
trying to accomplish. Their 
involvement and commitment 
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is necessary before the 
mission statement can provide 
improved direction at the staff 
level. 


The mission statement and the 
elaboration (see page 2) are set 
out in my 1990 report to the 
House, in the chapter on the 
work of the Audit Office. Here I 
will simply emphasize the 
main messages. I see our 
mission essentially as helping 
Members of the House of 
Commons to scrutinize 
government operations and 
hold government to account. 
We serve accountability 
through audit. To do this, we 
must maintain a high standard 
of competence, with well- 
trained and highly motivated 
staff. We can be objective 
because we are independent of 
the management of 
government. 


Our reports to the House from 
our audits and examinations 
serve accountability by dealing 
with government's financial 
statements, compliance with 
authorities, safeguarding of 
resources and management of 
government operations from a 
value-for-money perspective. 
We further support 
accountability by reporting on 
information the government 
supplies to Parliament. It is 
our view that the sum of our 
reporting, in all its facets, 
should promote improvements 
in government operations. And 
that helps the taxpayer. 


Phau 


Kenneth M. Dye, F.C.A. 
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Serving Accountability through Audit 


Mission Statement 


The Office of the Auditor General of Canada serves the House of Commons by 
conducting independent audits and examinations. We encourage accountability and 
improvements in government operations. 


Elaboration of Mission Statement 


Explanation of terms in the mission statement: 
Serves the House of Commons 


By reporting the results of independent audits and examinations, the Office of 
the Auditor General provides objective information to Members designed to 
assist them in scrutinizing government operations and in holding the 
government to account. 


The discharge of these responsibilities requires the Auditor General to maintain 
the Office at a high standard of professional and administrative competence. 
The principal resource of the Office is people. To achieve the reporting that will 
serve the House and encourage accountability and improvements, the Office 
develops well trained and highly motivated professional staff. 


Independent 


The Auditor General is independent from the management of government. This 
allows the Office to act obiectively in auditing and in reporting matters of 
relevance and significance to the House of Commons. 


Audits and Examinations 
We accomplish our mission by conducting audits and examinations that: 


e provide opinions each year relating to the financial statements of Canada, 
certain Crown corporations and other government entities; 


report information and make recommendations in the annual Report of the 
Auditor General concerning the government’s compliance with authorities, its 
safeguarding and control of assets and its management of operations with 
due regard for value for money; and 


in the case of special examinations of Crown corporations, provide an 
opinion to the Boards of Directors at least once every five years on whether 
there is reasonable assurance that there are no significant deficiencies in the 
corporations’ systems and practices. 


Accountability 


The government is accountable to Parliament for collecting revenue and making 
expenditures in accordance with legislation. It is also accountable for good 
management practices in safeguarding assets and achieving value for money. 
This accountability is supported by the Office reporting both on information 
provided to Parliament by government and on other significant audit matters. 


Improvements 


Reporting, particularly public reporting, serves to encourage those responsible 
to place attention on the correction of unsatisfactory situations. This fosters 
improvements regarding matters reported and also acts to deter and prevent 
error, waste and loss. 
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Accountability through Tolerance: 
The Concern of All Canadians 


| Excerpts from a convocation address by Auditor General Kenneth Dye at Simon Fraser 
| University in June 1990 


We live today in a global 
village. The lives of all men 
and women interact as never 
before in human history. The 
peoples of the world must 
therefore break down any 
remaining barriers of 
misunderstanding and 
mistrust between them, and 
learn to live together in 
respect and harmony. 


| hope that we all agree with 
this statement. But what do 

we see when we look across 
our supposedly enlightened 
country? I'll mention just six 
signs of the times: 


e A public opinion poll 
released earlier this year 
stated that “up to one third 
of Canadians are bigots.” 


e A wave of angry letters to 
the newspapers included 
adverse comments about 
the federal government's 
action permitting Sikhs who 
are members of the Royal 
Canadian Mounted Police to 
wear turbans. 


¢ Canadians continue to 
express resentment and 
hostility towards new 
immigrants, despite strong 
evidence that immigration 
brings money into Canada, 
creates jobs, and does not 
displace native-born 
workers. 


¢ In Quebec, a unilingual sign 
law suggests that minority 
language rights are of small 
importance in that 
province. 


e A substantial number of 
communities elsewhere in 
Canada have proclaimed 
themselves to be “English- 
only.” 


e Finally, and almost 
unbelievably, in the face of 
last year’s massacre of 
women engineering 
students in Montreal, some 
undergraduate societies in 
other universities have 
continued to promote 
traditional rituals that 
blatantly denigrate women. 


These are troubling times for 
those of us who believe that 
one of the most important 
things about our country is a 
tolerance of other viewpoints. 


For the last nine years I have 
been privileged to occupy the 
position of Auditor General of 
Canada. The mandate of my 
Office is to strengthen 
accountability through audit. 
We help to make certain that 
the federal government — 
which is entrusted with 
spending the taxpayers’ 
money — is making those 
expenditures in accordance 
with the will of Parliament 
and is receiving fair value for 
each of your dollars they 
spend. 


But accountability is a bigger 
concept than that. Not only 
must the Government of 
Canada be accountable to 
each of us; we, as individual 
Canadians, must be 
accountable to and for this 
wonderful country of ours. 


If, for example, the majority 
of Canadians opted for a path 
of crime and lawlessness, no 
police force or system of 
justice could stem the tide. 
Stability depends on the vast 
majority of individual 
Canadians being law-abiding. 


“The peoples of the world must 
break down the barriers of 
misunderstanding and mistrust 
and learn to live together in 
respect and harmony.” 


Similarly, if most Canadians 
decided to cheat on their tax 
returns, our structure of 
taxation would quickly break 
down. That’s why I have 
strenuously argued, as 
Auditor General, that 
Canada’s tax system must not 
only be fair, it must be 
perceived as fair. 


The same thing is true of our 
environmental concerns. All 
levels of government must 
become more aware and more 
active in protecting our 
environment. 


As a native son of this 
province, | say that the day is 
long since past in British 
Columbia 


sess D 
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when Chinese labourers 
building the trans- 
continental railway could 
be excluded from 
citizenship; 


when a boatload of Sikhs 
could be stranded in 
Vancouver's harbour; 


when we could turn our 
back on Europe's Jews 
seeking refuge from the 
holocaust; 


when we could intern our 
loyal Canadian citizens of 
Japanese descent; and 


¢ when — in the splendid 
isolation encouraged by 
our wall of mountains — 
we could pretend that the 
French fact in Canada is of 
no importance to British 
Columbians. 


“Recent events seem to 
demonstrate a significant 
hardening of attitudes in our 


country.” 


I’m afraid, however, that 
recent events in our country 
make it abundantly clear that 
the inbuilt attitudes that 
created these sad episodes in 
our history may still be with 
uS. 


Let me suggest three practical 
courses of action in 
combatting the kind of 
intolerance we are witnessing 
in Canada today. 


“It’s no longer good enough for us 
to be passive in the face of 
ignorance, distrust, or fear.” 
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First, there’s travel — 
purposeful travel in our own 
country. It never ceases to 
amaze me how many British 
Columbians have been to 
Hawaii, London, even China 
and Japan. But they’ve never 


set foot in Quebec City, or 
Dawson City, or 
Newfoundland. 


Let me say that British 
Columbians are not alone in 
this. It’s true of people on the 
Prairies and in Ontario as 
well. And it’s an unhappy fact 
that for many of the opinion- 
makers in French Canada — 
journalists, educators, 
politicians — Western Canada 
is almost completely 
unknown territory. 


Get to know your own 
country; fall in love with its 
infinite variety and you will 
realize, deep within you, how 
important it is that ignorance 
and insularity should not 
divide us. 


Travel to other countries is 
also an antidote to 
intolerance. You will return to 
our wonderful land with the 
realization that Canada has 
got it so nearly right: this 
challenge of two great 
cultures and languages living 
together, along with those 
who were here before us — 
Indian and Inuit — and the 
mosaic of those who have 
come from a diversity of 
lands, traditions, and faiths, 
strengthening and deepening 
what Canada is all about. 


We’ve got it so nearly right. So 
let’s not fail our country and 
our fellow Canadians now, 
through a lack of tolerance 
and mutual acceptance. 


That leads me to the second 

practical course open to us in 
our accountability to and for 
what our country is all about. 


It’s no longer good enough for 
us to be passive in the face of 
ignorance, distrust or fear. 
Our accountability to and for 
our country requires us to 
become pro-active in our 
advocacy of greater tolerance 
and understanding. 


We must encourage a climate 
of opinion where the so- 
called ethnic joke or anecdote 
is no longer acceptable; any 


more than is the kind of 
misguided humour that tries 
to put down women, or men. 


Each of us should take time 
and make an effort to 
understand something of the 
cultures or beliefs of the 
other groups that make our 
country such an exciting, 
diverse place, whether they 
be native Indians, 
Vietnamese, Ukrainians, or 
even Ottawans. 


I’m not only troubled, I’m 
puzzled that there are those 
who can’t see the advantages 


“You and | must become 


accountable in 
combatting the kind of 
intolerance we are 
witnessing in Canada 
today.” 


of embracing more than one 
view of our country. 


When we learn a second 
language — or learn about 
another culture — we forfeit 
nothing of what we presently 
have and are. Instead, we 
open a door into another 
world; and, in the process of 
enriching our own lives, we 
build new ties of 
understanding. 


But let’s go beyond the view 
that we are a country of 
diverse cultures and 
languages. 


Let’s affirm that — in our 
Canadian kind of world, and 
as a model for that world — 
it’s a privilege, a matter of 
pride, to live in this unique 
country with its aboriginal 
foundation, its European 
pioneers, and its more recent 
multicultural dimension. 


Let’s actively take advantage 
of the opportunities for 
personal growth — and 
growth as a society — that 
such diversity offers. 


' Now, some skeptics may 

| complain that this is a very 

odd sermon for the Auditor 
General of Canada to be 
preaching! Surely he, 
especially, must realize the 
sheer cost of bilingualism, not 
to mention the cost of the 
federal government’s 
multicultural programs. 


Certainly there’s a cost. It’s a 
cost that is not segregated in 
the accounts, so no one 
knows what it is, but itis a 
cost that the majority of 
Canadians believe is vital if 
we are to be a decent, 
compassionate and united 
society. 


The inability of Francophone 
Canadians, whose ancestry 
predates Vancouver by 
several centuries, to 
understand an English 


discussion is just as costly as 
serious errors made by 
Anglophones because they do 
not understand French. 


In fact, the question we 
should ask is not how much it 
costs, but what it’s worth. 
What’s it worth to us to live in 


“We should ask not how 
much it costs, but what 
it’s worth to live ina 
genuinely pluralistic 
country.” 


a genuinely pluralistic 
country? 


The shared vision that can 
come about only through 
mutual respect and increased 
tolerance is, in my view, not 
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Auditor General Kenneth Dye receives an honorary doctorate from Simon Fraser University. 


merely a desirable option, it’s 
an economic necessity. 


That deeper understanding 
and respect is also creative — 
creative of a better country. 


You are going out from this 
wonderful place, situated on 
top of a mountain, to build 
your own lives. Along the 
way, I ask you to give a 
thought to your 
accountability to and for this 
country to which we all 
belong. 


Take pride in its diversity. 
Respect and rejoice in its 
differences. Open your minds 
to other viewpoints. 
Determine to play your part in 
building a more tolerant, a 
better, and a richer Canada. Be 
intolerant of intolerance. 
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A Comparative Look at the Public 


Accounts Committee 
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by Mark Hill, 


Parliamentary Liaison Principal 


Mark Hill compares the 
current Standing Committee 
on Public Accounts with its 
predecessor. 


Assessing the activities and 
outputs of any committee of 
the House of Commons, even 
in simple terms like the 
numbers of meetings and 
reports, is tricky work at best. 
Comparing the same 
committee over different 
Parliaments is even trickier. 
But, because of the reliance 
the Office of the Auditor 
General places on the 
Standing Committee on Public 
Accounts (PAC) to take an 
interest in its audit work and 
to further that work by 
making reports and 
recommendations to the 
House, there is a tendency for 
the Office to watch this 
committee closely and to 
make informal judgments 
about whether it is doing 
more or less, better or worse, 
than previous PACs. 


This article reviews the 
current Public Accounts 
Committee’s activities during 
the September 1989 to June 
1990 sitting of the House. We 


reviewed such matters as the 
volume and nature of its 
activities, the issues tackled, 
and some of the differences 
between this PAC and its 
predecessor in the 33rd 
Parliament during the 
September 1986 to June 1987 
session. 


The current Committee 
opened its doors for business 
with only two members from 
the previous PAC. The 
Committee has demonstrated 
a variety of fresh perspectives 
in carrying out its work. It has 
relied on the extensive 
corporate memory of its 
research staff for guidance in 
selecting, scheduling and 
reporting on issues. But it has 
also shown a willingness to 
try new approaches such as 
inviting bargaining agents to 
testify on public service 
management issues, and 
rearranging its traditional 
hearing schedule. 


The level of meeting activity 
has remained essentially the 
same as that of the previous 
PAC. During the sitting from 
September 1989 to June 1990, 
the PAC held a total of 25 
public meetings. It considered 
a wide variety of issues 
ranging from the hotline 


proposals of the Auditor 
General to reform of the 
Public Service of Canada. 


Both the current and the 
previous PAC also held many 
in camera meetings (11 and 
13 respectively) to deal witha 
variety of matters, including 
background staff briefings for 
upcoming public meetings 
and consideration of draft 
reports. 


Interestingly, the Auditor 
General’s participation in PAC 
meetings has fallen off. With 
the previous Committee, the 
Auditor General was involved 
in nearly all hearings, since 
they tended to be based on 
his annual reports to the 
House. The current 
Committee, however, is 
reviewing some issues 
without direct reference to 
the OAG work. This fall-off 
was balanced somewhat by 
requests to the Auditor 
General to elaborate on 
annual report matters at 
recent hearings of several 
Estimates Committees. (See 
“Estimates Committees” in the 
Spring 1990 issue of 
Opinions.) 


This spring, the PAC initiated 
series of hearings on two 


topics that had not been the 
subject of recent OAG audit 
work reported to the House of 
Commons. These two lines of 
enquiry dealt with methods 
for recording and reporting 
the deficit of Canada, and 
controls over grants and 
contributions made by the 
federal government. Together, 
these accounted for seven of 
the total of 25 public hearings 
during the sitting. Reports 
have not been issued on 
either of these sets of 
hearings, so it has not been 
possible to assess possible 
differences between instances 
in which the Committee starts 
from the information base 
provided by the OAG annual 
report and those in which it 
starts from its own 
information base. 


During the sitting just ended, 
the current Committee issued 
a total of four reports to the 
House, all dealing with 
substantive matters. Ina 
similar period, the previous 
Committee issued a total of 
nine reports, eight of which 
were substantive. While 
report volume is lower, the 
current Committee is 
considering several possible 
reports arising from its earlier 
work. One concerns the denial 
of access of the Auditor 
General to information about 
ministerial travel. A second 
might present the 
Committee’s deliberations on 
reform of the public service, 
focussing on Public Service 
2000. So, while Committee 
output appears to be down 
significantly, this may not 
prove to be the case if the 
Committee tables reports on 
these issues in the fall. 


During the 1989/90 sitting, 

the PAC held hearings ona 

wide variety of issues. The 

full list covered is as follows: 

¢ Overview of the 1989 
annual report (1) 


¢ Organization and programs 
of the OAG (1) 


¢ Department of Energy, 
Mines and Resources 
(Canada-Nova Scotia 
offshore development 
agreement) (1) 


¢ Public Accounts of Canada 
(1987/88) (1) 


¢ Denial of information 
required to audit Ministers’ 
travel expenses (2) 


e Excise tax loophole (1) 


e Fraud reporting/hotline 
proposal (1) 


e Emergency Preparedness 
Canada (1) 


¢ Office of the Comptroller 
General of Canada (update 
on programs and activities) 


(1) 


¢ Department of Finance 
(recording and reporting the 
deficit of Canada) (2) 


¢ The management of grants 
and contributions by the 
Government of Canada (5) 


e OAG Estimates 1990/91 and 
Supplementary Estimates 
for 1989/90 (2) 


e Reform of the Public Service 
of Canada (6) 


The numbers in brackets in 
the above list indicate the 
number of public hearings on 
each issue during the sitting. 
This is not a complete 
indication of the PAC’s level of 
effort on some issues, since 
some hearings were 
continuations of those started 
during the prior sitting. A 
case in point was the hearings 
on the Organization and 
Programs of the OAG, which 
were, in effect, the 
continuation of two earlier 
hearings on the 1990/91 
Estimates of the OAG. 


The four reports issued by 
the Committee during the 
same period covered the 
following issues: 


e Emergency Preparedness 
Canada 


¢ Excise Tax Loophole 
¢ Department of Agriculture: 


Food Production and 
Inspection 


e The Public Accounts of 
Canada 1987/88 


The current Committee has 
covered several of the items 
recommended to it for 
priority consideration by the 
Auditor General when he 
tabled his 1989 annual report. 
The notable exception was 
the two chapters on Transport 
Canada. Until late this past 
spring, the Department was 
involved in a labour dispute 
with the public servants 
involved in one of these 
chapters, and the Committee 
was reluctant to proceed with 
public hearings in those 
circumstances. It is possible 
that hearings could be 
scheduled this fall prior to 
the tabling of the Auditor 
General’s 1990 report. 


Overall, the current PAC 
seems to be about as active as 
its immediate forerunner. It’s 
doing some things differently, 
and it’s managing to cover a 
number of the issues the 
Auditor General thinks are 
most important. It has shown 
no fear of dealing with the 
tougher issues, like the denial 
of access of the Auditor 
General to information about 
Ministers’ travel expenses, an 
issue that could have major 
consequences for the 
accountability of the federal 
government to Parliament. 


But, one year is a short time 
in the life of a committee. 
Time is needed for members 
to get to know their 
environment, to get to know 
one another, and to function 
as a cohesive unit in an 
atmosphere of trust and 
mutual respect. The Auditor 
General’s annual report and 
the next sitting of the House 
will bring further 
opportunities to ensure that 
Canadians are indeed getting 
value for their tax dollars. 
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Another New IDEA for Auditors! 


Mark O'Connor tells Opinions 
about the release of Version 
4.0 of IDEA (Interactive Data 
Extraction and Analysis), a 
further development in the 
expanding application of 
computer programs to the 
international auditing 
community. 


The release of Version 4.0 of 
IDEA is a major advancement 
for the world of auditing. As 
with the first three versions, 
the OAG played a very 
significant role in this new 
package. IDEA 4.0 is 
significantly faster, takes less 
space to run and is still easy 
to use. 


Perhaps it would be useful to 
briefly summarize the 
approach and methodology of 
IDEA. As you know, auditors 
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need access to huge amounts 
of client data. In the pre-IDEA 
era, before 1985, computer 
systems seemed 
unapproachable because of 
very large data files and very 
complicated procedures. The 
sheer volume of data and lack 
of access made the auditor’s 
life difficult. 


In 1985, our Computer Audit 
Group, in co-operation with 
the audit team from Energy, 
Mines and Resources, came 
up with a microcomputer- 
based system. We called it 
IDEA (Interactive Data 
Extraction and Analysis). This 
was the beginning of a new 
era for us. In 1986, the 
Canadian Institute of 
Chartered Accountants (CICA) 
acquired the rights to develop 
a commercial software 


IDEA steering committee meeting in April 1990. Clockwise from right front: Peter Gillett, 


Grant Thornton, London, England; Hal Katzen, BDO Seidman, New York City; Maggi Stoop, 


CICA, Toronto; Mike McMullan, IDEA project leader; Mark O’Connor, OAG; David Potter, 
Price Waterhouse, Toronto; Bonnie Biumi, Price Waterhouse World Firm, New Jersey. 


product based on IDEA. The 
first commercial version of 
IDEA was received with a lot 
of enthusiasm in the 
international audit 
community and is currently 
used by the St. Lawrence 
Seaway Authority, the Auditor 
General of Ontario, National 
Revenue (Taxation), and 
Alcan. IDEA helps auditors 
unravel the client’s books. It’s 
really a productivity tool, not 
just for auditors, but for 
financial managers as well. 
We're stressing that aspect 
even more in Version 4.0. 


The significant thing about 
IDEA is that it allows auditors 
to manipulate quantities of 
data obtained from a wide 
variety of mainframe, mini- 
and micro-based systems 
without programming. 


Senior management in the 
Office realized quite early in 
the game that microcomputer 
technology was the way of the 
future. The key is that the 
design of IDEA is very user 
friendly, which means IDEA 
menus do not require 
auditors to memorize 
commands and details. Many 
auditors get the knack of it on 
their own, without attending 
formal training sessions. 


The OAG is always trying to 
find faster, better and more 
cost-effective auditing 
procedures. Now, with Version 
4.0, we've come up witha 
more enriched package. It’s 5 
to 10 times faster on average 
than previous versions, and 
when it comes to importing or 
transferring data, it can be 
more than 100 times faster. 
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There are a couple of other 
new features with Version 4.0. 
It's written in “C” —a 
programming language used 
on most business computer 
hardware and also used for 
WordPerfect, Lotus and other 
programs. This provides the 
speed. Also, we now have 
direct magnetic tape access, 
which allows us to read and 
work with data directly from 
9-track tapes. Plus, the new 
version needs less disk space 
and memory to run. 


So far, we've had many calls 
from the international 
community enquiring about 
our experience with IDEA 4.0, 
so I expect it to do very well. 
Our exchange auditor from 
Norway, Knut Blinkeng, says 
that his office has just 
ordered 40 copies of Version 
4.0. 


I'd like to say something 
about the development 
process. We formed a steering 
committee in the early stages 
of the development of IDEA 
4.0, made up of myself 
representing the OAG, and 
representatives from other 
accounting and auditing 
offices including Price 


IDEA training session. From left: David Potter, Maggi Stoop, Bonnie Biumi, 
Daniel LaForest (BDO Montreal) and Mike McMullan. 


Waterhouse International, 
Grant Thornton of the United 
Kingdom, and BDO 
International, which is known 
in Ottawa as BDO Ward 
Mallette. 


We have had six meetings in 
all, two of which were hosted 
by the Ottawa Office. Our 
project wrap-up meeting was 
recently held in London 


(England). The rest of the 
meetings were held in the 
CICA offices in Toronto. It was 
quite an international mix, 
with committee members 
coming from London, New 
Jersey, New York, Toronto and 
Ottawa. Between meetings, we 
did a lot of telephone 
conferencing. The thrust of 
the steering committee was in 


Bill Johnston 
(right) goes 
through the IDEA 
manual with Tim 
Ranger (left) and 
Diamond Lalani. 


OPINIONS 9 


Computer Audit Director Mark O'Connor talks with CICA representative Bob 
Cuthbertson at an IDEA steering committee in February 1990. 


Manager Janet Jones discusses IDEA audit opportunities with IDEA consultant Reine 
Lebrun. 
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the areas of design and 
testing. We all wanted certain 
key features incorporated into 
the package. For example, the 
OAG wanted more speed 
without giving up the 
simplicity of the system. 


There will always be bugs to 
work out, but our Office and 
the organizations that tested 
Version 4.0 were all very 
pleased with it. 


The people from the OAG who 
were indispensable to the 
project are too numerous to 
mention. Dozens of staff 
members worked long hours 
testing the various versions 
and reviewing user manuals. 
Tim Ranger helped design the 
data base and programmed 
several critical routines. Bill 
Johnston co-wrote the user 
manual. Faroug Alkhuzaim, 
an exchange auditor from 
Saudi Arabia, provided 
assistance to the developers. 
Diamond Lalani, who has 
been involved with IDEA since 
the beginning, managed and 
co-ordinated testing. Amos 
Kuttner reviewed and tested 
the sampling routines. 
Planning and Evaluation 
software for Dollar Unit 
Sampling (DUS), known 
internationally as Monetary 
Unit Sampling (MUS), was 
designed by Andrew Lennox 
of our Office and Dr. Albert 
Teitlebaum of McGill 
University. These MUS 
routines were integrated into 
IDEA 4.0 in readiness for 
commercial release this fall. 


The collaboration of the 
steering committee members 
and the Office has been 
invaluable to the development 
of IDEA. 


Black Oil, Red Ink 


This article contains excerpts from “Black Oil, Red Ink,” by Dan Rubenstein, a Principal in the OAG 
Planning and Reporting Group. Published in full under the same title in the November 1989 issue of 
CA Magazine, this article has earned Dan his second Walter Macdonald Memorial Award from the 
Canadian Institute of Chartered Accountants for the best English article of the year. “Black Oil, Red Ink” 
will also appear in the American CPA Journal. 


Sometime between 12:08 and 
12:14 a.m. on 24 March 1989, 
the Exxon Valdez struck a reef 
in Alaska’s Prince William 
Sound and began leaking 11 
million gallons of crude oil 
into the cold, pristine waters. 
Thousands of miles away, at 
Exxon’s corporate 
headquarters, a nightmare 
began taking shape: How to 
stem the leak? Who’s going to 
talk to the press? How soon 
can a clean-up crew be 
assembled? What sort of 
money are we talking about? 
Eventually, the corporation 
would spend an 
unprecedented amount of 
money — $1.25 billion — 
trying to mop up the damage, 
thus setting a major 
accounting precedent. 


Perhaps the first accounting 
lesson we can learn from the 
Exxon Valdez spill is that 
investors need more 
information about 
environmental protection 
costs on their investment. 
Specifically, a company’s 
notes on contingent liabilities 
in its financial statements 
might include information on: 


¢ the obligation for 
environmental protection 
imposed by existing 
legislation; 


* the limits of a company’s 
insurance coverage for 
environmental disasters 
such as major oil spills, 
including information on 
deductible clauses, special 
exemptions and other 
details; 


specific, identifiable, 
contingent liabilities for the 
clean-up of existing toxic 
wastes. 


Such a change in accounting 
procedure would be 
consistent with the general 
trend toward increased 
disclosure and wouldn’t 
fundamentally change the 
traditional purposes of 
financial statements. 


Our next lesson is that 
investors and other public 
stakeholders want more 
information on how mucha 
company actually spends on 
prevention efforts. In my own 
limited review of published 
annual reports, I found 
virtually no financial 
information on how much, for 
example, a major oil company 


“The costs of 
environmental protection 
have affected major 
corporations’ balance 
sheets and income 
statements for years.” 


spends on safe ships, 
operating procedures or 
specialized pollution- 
prevention equipment. 


One alternative might be a 
“normative” accounting model 
that starts with this premise: 
We’re going to pay for 
pollution either way — 
through better prevention or 
eventual clean-up — but we're 


going to pay. The cost of 
pollution accrues froma 
smokestack’s first emission, 
from the first shipment of oil 
out of Valdez, Alaska. We have 
to start tracking the potential 
costs of resource 
consumption, through 
pollution, at the production 
phase. 


What this might mean in 
practice is that the cost of 
prevention, as measured by 
state-of-the-art equipment, 
needs to be recognized at the 
first point of production, even 
if such costs are not actually 
incurred by the specific 
company. That is, we would 
book a social cost, on an 
industry-wide basis, 
regardless of whether the 
specific entity we’re 
accounting for has actually 
spent money on pollution- 
prevention equipment. The 
basic rationale here is that 
once a company has shipped 
its first load of oil, it has 
incurred a potential social 
cost. Because of that, an 
accrual should be set up for 
every ton shipped. 
Companies should also have 
to improve their disclosure of 
potential environmental 
liabilities and the limits of 
their insurance coverage for 
environmental disasters. 


One way to encourage 
investment in the 
environment might be to 
devise an accounting regime 
where the successful 
prevention of problems 
brings about a social-benefit 
revenue. 
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This model intrigues me 
because it addresses the 
reality that relatively limited 
prevention efforts by one 
company could reap untold 
benefits for society. It deals 
with the dual notion that the 
monetary costs of one 
company’s actions may have 
to be borne by other parties, 
and that since they are not 
borne by the company, 
they’re not recorded in its 
accounts. Again, the problem 
here is one of objectivity: 
How could these benefit 
revenues be determined? 


Or how about a “green” 
model, based on the notion 
that industrial activity 
involves costs to be borne by 
future generations? Some 
“soft” resources, such as 
human talent and labour, are 
renewable. They don’t have 
the same environmental costs 
as the consumption of non- 


Blowout of a Canadian-made rig off the coast 


of Norway. 


renewable resources like oil 
and gas, resources that take 
millions of years to develop 
but are consumed in seconds. 
The green model might also 
take into account the concept 
of resource use, or borrowing, 
versus resource consumption. 


When a company siphons 
river water through a plant 
for cooling and returns it 
uncontaminated to the stream 
from which it was drawn, that 
resource has been borrowed 
but not consumed. When a 
company uses airina 
chemical process, but filters 
out any impurities before 
returning it to the 
atmosphere, that resource has 
been borrowed but not 
consumed. Clearly, sulphur- 
dioxide emissions consume 
the atmosphere. But how do 
we account for the use of 
clean air, when air has no 
assigned price? 


We could set the price of air at 
the same level as that for 
state-of-the-art pollution 
equipment. After all, some 
pollution may be inevitable, 
but there’s a big difference 
between high and low 
pollution counts, one that 
could spell untold 
repercussions for future 
generations. 


But to pursue the green model 
would require nothing less 
than a complete redefinition 
of traditional accounting. The 
new “product” might include a 
statement of resources noting 
the quantities of air, water 
and land a company had 
purchased, borrowed and 
consumed. 


Perhaps what’s really needed 
is an environmental 
incentives model that would 


“Investors and other 
public stakeholders want 
more information on how 
much a company actually 
spends on prevention 
efforts.” 


revolve around the concept 
that traditional accounting 
principles, such as matching, 
conservatism and 
comparability, are secondary 
to promoting investment in 
environmental protection. It 
would allow for the 
capitalization of most 
prevention and clean-up 
costs. What’s more, it would 
end the current practice of 
penalizing companies for 
spending on environmental 
protection and clean-up. 


The problem, however, is that 
the asset being built up would 
be the result of accumulated 
spending on environmental 


items. Initially, such 
expenditures would pertain to 
current business activities — 
a relationship that would 
lessen over time. The 
business location on which 
the expenditures were made, 
for example, might no longer 
be owned by the same 
company. Similarly, the 
process that caused the 
environmental concern might 
have become outmoded. 
Furthermore, the items on 
which environmental 
expenditures are made today 
might bear no relationship to 
tomorrow’s business. What, 
then, would the asset be in 
this sort of circumstance? 


Normally, assets are 
amortized unless, like land, 
their value never diminishes. 
This practice would resolve 
the problem I’ve just 
described, but would conflict 
with the objective of not 
penalizing the earnings of 
companies investing in the 
environment. 


It's time society moved from 
entrepreneurship to 
“ecopreneurship.” Adam 
Smith’s invisible hand may 
allocate scarce resources to 
the most efficient and, 
consequently, most profitable 
enterprise, but the companies 
that have accounted for the 
full costs of consuming 
natural resources, plus other 
social costs and related 
benefits, are the ones that 
merit the investment funds. 


| experimented with an 
accounting model that 
represents a departure from 
traditional double-entry 
systems in two ways: 


¢ It’s based on normative 
accounting — accounting 
for what should be, rather 
than what is — and booking 
the related social costs and 
benefits. 


¢ It moves us toward results- 
based accounting. If we can 
prevent pollution, the 
resulting social benefit 
should be accounted for and 
recognized in income. 


Let’s say Oil Company A 
currently spends $100 million 
a year On prevention costs, 
strengthening its clean-up and 
containment ability and 
setting up a reserve for 
potential restoration costs. 
Company A meets industry 
standards. This hypothetical 
model proposes capitalizing 
those costs, without setting 
up a corresponding liability. 
Under normal circumstances, 
those costs would hit the 
income statements over, Say, 
20 years, the objective being 
to encourage investment in 
environmental protection. 
Companies with the highest 
investment will have the 
highest reported earnings; 
those with a less developed 
social conscience will have 
less to cheer about. 


Now let’s turn to Oil Company 
B, which spends $25 million a 
year, $75 million less than the 
industry standard. Oil 
Company B is incurring a 
$75-million liability, based on 
the same amount of oil being 
shipped out of port every day. 
The company would therefore 
capitalize the $25 million 
spent, book a $75-million 
expense and credit a 
corresponding liability. But 
how do we account for the 
potential costs of containing, 
controlling and cleaning up a 
spill caused by this company? 


The new model’s objective is 
threefold: to better match 
potential clean-up costs with 
earnings, to avoid penalizing 
a company for its clean-up 
expenses once a spill has 
occurred, and to record a 
social benefit if a spill is 
successfully averted. 
Achieving this is possible if 
we accrue an industry-wide 
clean-up liability per ton 
shipped. Operations would be 
billed for an annual charge 
and a corresponding liability 
would be set up. In the event 
of a spill, the liability would 
be drawn down. Once the 
liability was exceeded, clean- 


“We have to start tracking the 


potential costs of resource 


consumption through pollution at 


the production phase.” 


up costs would be capitalized 
to prevent inhibiting clean-up 
efforts and those costs would 
then be amortized 
prospectively. 


And if there’s no major spill? 
That’s where results-based 
accounting comes in. If 
desired results are achieved, 
society reaps a significant 
social benefit that should be 
recognized. Take the case of 
Company A’s record of no 
major spills over the past two 
years. A portion of the 
accrued clean-up liability 
would be credited to its 
income in recognition of this 
benefit. 


We must also account for 
restoration costs, which may 
extend well into the future. 
Studies of past spills have 
shown that environmental 
effects carry ramifications for 
decades. Oil solidifies into an 
asphalt that affects shell life. 
Those costs, too, must be 
accounted for, even though 
they’re difficult to measure. 
The new accounting treatment 
would disclose their existence 
in notes to the financial 
statements, indicating the 
duration of a future liability 
and the estimated annual 
charges during this 10- to 20- 
year restoration period. Each 
year, an estimated notional 
expense for restoration, 
calculated by environmental 
experts, would be charged to 
income, and a corresponding 
credit charged to the 
environmental liability 
account. 


Companies that invested 
heavily and effectively in 
prevention would show the 
best earnings and balance 
sheets. The longer the 
duration between spills, and 
the smaller their 
environmental impact, the 
better the financial results. 


—————$$ ere _—_ 


OPINIONS 13 


items. Initially, such 
expenditures would pertain to 
current business activities — 
a relationship that would 

On reflection, I soon realized 
this experiment with non- 
traditional accounting for the 
Exxon Valdez suffered from 
its own conceptual problems. 
For example, the liability 
presents difficulties, given 
that environmental costs are 
often borne by parties other 
than those who cause them. 
In this case, a liability may be 
recorded on the books of a 
company that will never be 
liable to pay it; and, indeed, 
this liability would remain on 
its books even after other 
parties had paid theirs in full. 
To disclose a liability in this 
case would only mislead 
investors. Even if the 
company bore the costs, no 
clear relationship could be 
drawn between the liability 
recorded, based on an 
industry standard for 
environmental costs, and the 
expected amount the 
company would have to pay 
to make good on specific 
environmental damage. 


The different accounting 
treatment, based on whether 


“It’s time society moved from 
entrepreneurship to 
ecopreneurship.” 
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a company has been “good” or 
“bad” in its environmental 
spending, would cause its 
own problems. While this 
treatment would allow for 
incentives, it could reduce the 
comparability of different 
companies’ financial 
statements and even of an 
individual company’s over 
time. Such a departure from 
traditional accounting isa 
good example of the risks to 
financial reporting in shifting 
our focus from objective 
reporting to what is 
essentially an active role in 
shaping social policy. 
Acknowledging these 
problems, I reexamined the 
current state of affairs and 
the alternatives. 


I decided, at the end of the 
day, that the actions taken by 
Exxon to respond to the spill 
had set an important 
precedent. Major companies 
were now prepared to accept 
wider responsibility for social 
costs. In short, they were 
more accountable. Yet 
traditional financial 
accounting remained severely 
limited in its ability to 
account for these increased 
social responsibilities. 


The bottom line, then, was 
the acceptance by industry of 
a wider sphere of 
responsibility for 
environmental protection, yet 
it also had to have some way 


Oil spills into coastal waters from a barge that has split in half. 


of reporting, to a wide range 
of stakeholders, on how this 
responsibility was being 
managed. Certainly, 
traditional GAAP statements 
could be modified to respond 
to this increased 
accountability, but only at 
considerable risk to their 
credibility. This suggested the 
need for a new resource- 
based statement of accounts, 
something beyond the rather 
short, bland and non-specific 
annual report coverage of 
health and environmental 
issues. Investors and other 
stakeholders need more 
information on: 


e The actual quantities of 
resources consumed, rather 
than “borrowed.” 


A company’s perceptions of | 
the major risks to the | 
environment and the risk- 
management plans 
developed to deal with 
them. 


A company’s level of 
investment in 
environmental protection. 


A company’s response 
capability, including the 
degree of reliance on an 
industry network. 


Potential financial liabilities 
exceeding insurance 
coverage. 


The full economic 
consequences of a major oil 
spill. And, in the absence of 
a major spill, a frank 
discussion of the social 
benefits realized. 


The question facing the 
accounting profession is “Do 
we want to respond to the 
challenge of trying to develop 
standards and practices to 
provide this level of 
reporting?” We can opt for 
complacency and remain snug 
and secure within the safe 
harbour of traditional 
accounting. Or we can tackle 
this thorny problem and start 
experimenting with new 
accounting models and new 
GAAP financial statements. As 
the Exxon Valdez spill 
indicates, the time to make 
this choice is now. 
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The OAG Library: A Crucial Audit Resource 


by Shayla Mindell, OAG 
Library Manager 


For many years the role of 
information in all aspects of 
life was taken for granted. 
The last 10 years, however, 
have seen an information 
explosion, and people have 
become aware of and often 
fearful of the abundance of 
information available. 
Recently governments and 
corporations have begun to 
treat information as a 
valuable resource that needs 
careful management to reach 
its full potential. In August 
1989, the Government of 
Canada released a document 
entitled Management of 
Government Information 
Holdings “to ensure the cost- 
effective and co-ordinated 
management of federal 
government information 
holdings.” 


Librarians have long been 
aware of the potential of 
information and have 
developed effective means to 
acquire, describe, control, 
retrieve and share it. It is not 
enough, however, to store and 
retrieve information. In order 
to have value, information 
must be disseminated to 
those who need it, in the right 
format, at the right time, and 
in the right quantity. 


What is information and what 
does it look like? 


Information is not easily 
measured, and its value is 
relative to the person who 
uses it. It is a commodity that 
does not lose its value when 
sold or shared. 


Books, newspapers, 
periodicals, microfiche and 
other machine-readable files 
are the most familiar 
containers of information. 


a Te 
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Shayla Mindell helps Transport Principal Doug Timmins find information in 
one of the Library’ many reference books. 


Other sources are 
commercially produced 
databases that may be 
accessed for a fee. Databases 
may consist of bibliographical 
references and summaries of 
articles and books. They may 
contain the complete text of a 
newspaper, statute, company 
annual report or a court 
decision, or they may supply 
Statistics such as a list of all 
companies that produce a 
certain product. Databases 
created internally by an 
organization can provide 
access to the complete text of 
a company’s working papers. 
Databases may be available in 
an electronic online format or 
on a CD-rom disc; new 
formats are always being 
developed. 


Librarians know that 
information is a resource 
crucial to every organization. 
They also know that it is 
often not too little but too 
much information that 
prevents us from doing our 
jobs better. We need to 
organize and to retrieve 
information in an appropriate 


format and put it in the hands 
of the user so that it can be 
analysed and used to make 
decisions. 


The aim of the Information 
and Library Services at the 
Office of the Auditor General 
since its establishment in 
1977 has been to acquire a 
collection in all formats to 
serve the information needs 
of the OAG employees. 
Originally, we acquired books 
and periodicals in core areas 
such as accounting, auditing, 
financial and personnel 
management. Over the years, 
our collection policy has 
broadened to include all 
aspects of automation, from 
selecting an appropriate 
system and maintaining 
security to protecting it from 
viruses. Material on stress, 
time management, 
leadership, and 
communication are collected 
to reflect OAG concerns. The 
Library also uses the 
resources of other libraries to 
supplement its own 
specialized collection. 

The Library provides an 


extensive range of services, 
which include reference 
research, preparation of 
specialized bibliographies, a 
current awareness service 
designed to keep OAG staff 
up to date with developments 
in their fields of interest, a 
daily press clippings package, 
automatic routing of 
periodicals, interlibrary loans, 
distribution of relevant 
working publications, anda 
monthly list of recent 
acquisitions. The Library is 
establishing internal 
databases to make the Office’s 
publications more accessible. 
The annual reports of the 
OAG since 1981 and many 
other internally produced 
documents are now available 
in electronic format, and the 
Library serves as a centre for 
their use. 


The Library is becoming more 
cost effective. We are using 
automated methods to set up 
cataloguing records and to 
produce electronically the 
material we once produced 
manually. Catalogue cards (a 
relic of the past), labels for 
books, and lists of recent 
publications are now created 
with specialized computer 
software. As a result, our staff 
can provide better access to 
material that was previously 
available in the Library but 
never formally listed in 
catalogues. 


The Library has established a 
database to control the 
receipt and distribution of all 
periodicals and other serial 
publications. Whena 
periodical is received, it is 
entered into the database, 
and if the periodical is one 
that is automatically 
circulated to employees, a 
routing slip is created. This 
was previously a very labour- 
intensive activity but the use 
of microcomputers has 
streamlined this function. 
When individuals leave the 
OAG, their names can be 
automatically removed from 
all routing lists with one 
action, a far cry from the 
effort required before the use 
of micros. 


The Library is acquiring its 
own local area network so 
that all its microcomputers 
will be connected and 
information readily 
transferred. This is the first 
step in a plan to furnish all 
OAG personnel with 
automatic access to the 
Library’s database to 
determine if a publication is 
available. This network, 
combined with OAG*MAIL, 
will permit our clients to 
transact business with us 
without leaving their office. 
We envision that the network 
will extend to include the 
regional offices. Future plans 
include an automated 
circulation system. 


Judy Chamberland (left) 
and summer student 
Cynthia Mantle research 
an audit request in the 
Library’s computer data 
bank. 


The Library staff actively 
promote awareness of the 
role of information and the 
information professional in 
achieving organizational 
goals. We participate in Office | 
presentations and 
conferences. We prepare 
displays, compile 
bibliographies and 
demonstrate databases. This 
year Information and Library 
Services and the Self-Learning 
Centre hosted a number of 
theme presentations — 
“Coffeebreaks with a 
Difference” — to acquaint 
staff with the various formats 
of material available for their 
personal and professional 
use. We participated in SCAN 
(Symposium on 
Communicating Audit 
Information in the Nineties) 
and displayed the materials 
available to help our auditors 
“get their message across.” We 
are meeting with principals 
and team leaders to become 
more aware of their current 
and future information needs 
so that we can increase our 
effectiveness at all stages of 
the audit process. 


Most of us do not fix our own 
cars or perform surgery on 
ourselves; we consult with 
professionals or experts in 
that area. Our library is 
encouraging OAG staff to do 
the same with their 
requirements for information, 
to use the resources and 
expertise of the Library’s staff. 
We know that consumers look 
for assurance that they will 
receive the best service or 
product. Library personnel 
work closely with clients to 
ensure that their needs are 
met in an appropriate 
timeframe, and that future 
needs can be anticipated. A 
recent internal evaluation of 
the Library’s reference service 
indicated its use in all phases 
of audits and a combined 
overall average rating of 
satisfactory to excellent. 


The staff at Information and 
Library Services will continue 
to grow and change in order 
to provide the best possible 
service to achieve the 
organizational goals of the 
OAG. 
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My tenth, and last Annual Report 
to the House of Commons was 
tabled in the House on 30 October 
1990. For the past 10 years, I have 
used the first chapter of my report 
to give our elected representatives 
— whose servant I am — my 
impressions of the way the 
government has implemented the 
policies and programs of 
Parliament, as well as some of the 
highlights of the report itself. 


I also took the opportunity, as I 
prepare to step down from this 
post, to look back on the events of 
the decade of the 1980s. 


I was able to tell MPs that during 
the past decade, Parliament’s 
contro] over the public purse has 
been strengthened. I also suggested 
that in these times of restraint, the 
opportunity now exists to place a 
greater emphasis on the chain of 
accountability. This chain 
stretches from Parliament, through 
the government, to all levels at 
which managerial responsibility is 
exercised in the spending of 
taxpayer dollars. 


I believe, for example, that there is 
a pressing need for setting 
priorities in government with a 
greater focus on economy, 
efficiency and effectiveness. There 
should, and can be, a greater sense 
of urgency about correcting things 
that have been shown to go wrong 
and strengthening management 
practices that work well. I told 
Parliament that remedial action, in 
many areas where we have pointed 
out problems, has been 
disappointingly slow. 


In an increasingly complicated 
world, I recognize that the 
machinery of government has 
become ever more complex. The 
demand continues for new and 
genuinely important programs. 
They increasingly cost more to 
deliver at a time when the 
enormous burden of Canada’s 
growing national] debt ties the 
government’s hands. 


There are important roles to be 
played by both the public and 
private sectors. The government’s 
job is to see that the right decisions 
are made in these difficult times, to 
ensure that the Canadian ship is 
steered toward a stable economy. 
This has to be accomplished while 
respecting the rights and satisfying 
the needs of Canadians. 


The challenge to the private sector 
is to steer its course 
conscientiously and profitably on 
the sea of social and economic 
change. The challenge to 
government, on the other hand, is 
to manage the sea itself. 


Even though we are passing 
through difficult times, I hope that 
taxpayers retain a sense of hope 
and expectation that the funds 
entrusted to government will 
nonetheless be spent economically, 
efficiently and effectively. 


Ordinary Canadians need this 
assurance if they are to have 
continued confidence in the public 
institutions of our nation. 


That’s why accountability matters. 


That’s why the open scrutiny of the 
accounts and processes of all who 
spend public dollars is essential. 


I told MPs that Parliament must be 
a strong link in this chain of 
accountability and Canadians must 
have respect for and confidence in 
their federal institutions. 


I hope that this year’s report and 
all of the work of my office will 
assist Parliament to ensure this 
accountability and thereby 
contribute to that greater respect 
and confidence by Canadians in 
their federal government. 


a 


XQ 


Kenneth M. Dye, EC.A. 
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Professional Teamwork — 
Auditing the Government's 
Financial Statements 


On 4 October 1990, Auditor 
General Ken Dye became the first 
auditor general to give an 
unqualified audit opinion on the 
financial statements of the 
Government of Canada. 


This landmark event took place 
because of years of effort by the 
Office, the Office of the 
Comptroller General (OCG) and 
the government. In an interview 
with Opinions Editor Ann Wesch, 
Assistant Auditor General Ron 
Thompson takes us behind the 
scenes to see how our first “clean” 
opinion evolved. 


Ron explained that prior to 
enactment of the Auditor General 
Act in 1978, we did not have a 
short-form audit opinion on 
Canada’s summary statements. 
Rather, an audit certificate was 
appended to each statement and 
reported that, subject to comments 
in the Annual Report to Parliament, 
the statement was in order. 


With the enactment of the Auditor 
General Act, the requirement for 
auditing the summary statements 
changed. It became mandatory for 
the Auditor General to report on 
the statements in a short-form audit 
opinion. 


“IT worked for John Kelly (former 
Assistant Auditor General) at that 
time,” Ron recounts. “I remember 
vividly our efforts to prepare the 
first short-form opinion. We had to 
determine whether the statements 
were believable, and whether they 
presented information fairly. That 
meant we had to search for criteria 


— od 


(From left to right) Bill Bradshaw, Ron Thompson, Basia Ruta from the Central 
team with John Turnbull (seated) from the Arts and Culture team. 


against which to judge the 
statements. And there weren’t any. 
There were no generally accepted 
accounting principles for the 
government’s financial statements. 
So, we looked carefully at the 
accounting policies that the 
government used to prepare the 
Statements. It seemed to us that 
certain of the accounting policies 
then in use just didn’t make sense.” 


“AS a result,” Ron continued, “we 
believed that the government’s 
Statements did not present 
information fairly — the 
statements did not reliably inform 
Members of Parliament and others 
who read them. The deficiencies 
in the accounting policies that we 
identified were reported as 
reservations in the Auditor 
General’s opinion on the 
Statements.” 


The problem revolved around the 
fact that the Office had a view of 
what constituted fair presentation 
but the government had another 
view. As Ron explained, “We 
needed a third party to help us 
decide what was fair, and to make 
the whole process of judging 
fairness more objective and thus 
more credible.” 


Enter PSAAC. The Public Sector 
Accounting and Auditing 
Committee was established by the 
Canadian Institute of Chartered 
Accountants (CICA) in 1981. It 
provides a forum for considering 
the information needs of users, 
preparers and auditors of 
government financial statements. 
It also develops and recommends 
enhanced accounting principles 
and disclosure standards for 
consideration by Canadian 
governments and their auditors. 
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Since 1983 PSAAC has come up 
with six major statements on 
accounting matters for summary 
financial statements of 
governments. “Gradually, we got a 
more objective view of what 
constitutes fairness,” Ron said. 
“However, until this year, we’ve 
had three major audit reservations 
on the statements.” 


The reservations focussed on: 


* failure to provide an allowance 
in respect of the risk of loss on 
debts owed by financially 
troubled countries; 


* failure to include Crown 
corporations in the reporting 
entity; and 


* failure to record the full 
liability for the indexing of 
employee pensions. 


Recent Developments — A 


Major Advance 


“Fortunately, the Public Accounts 
Committee (PAC) over the last 
dozen years has been very 
supportive of the Auditor General 
and his work on the audit of the 
summary statements of the 
government,” Ron said. “For 
example, in the fall of 1989, the 
PAC issued a report requesting that 


Martin Wickham (right) of the Central team in discussion with 
Andrew Lennox of the External Affairs team. 


the government resolve the issues 
that gave the AG concern with the 
statements.” 


The PAC report specifically 
requested that the President of the 
Treasury Board and the Minister of 
Finance change the government’s 
accounting policies. These are the 
ministers who jointly have the 
responsibility for setting these 
policies. By convention, the 
government changes its accounting 
policies in the Budget first, and 
then reflects the revised policies in 
the Public Accounts. Forecast data 
is changed first and actual data is 
changed second. The idea is to 
ensure consistency between budget 
and actual. 


“A major challenge in developing 
new accounting policies for the 
federal government, is to develop 
policies that will be appropriate 
both for budgeting and for 
financial reporting. And that’s not 
an easy task,” Ron stressed. 


The decision to go ahead and 
change the accounting policies was 
not made until July 1990. “It was 
a wonderful present for the 
summer although it did mean many 
staff missed their vacation because 
as an audit office we had to start 
working with a new set of rules,” 
Ron observed. “We had to look at 
these new 
rules to 
Satisfy 
ourselves 
that the new 
accounting 
policies 
would allow 
us to give 
an 
unqualified 
opinion.” 


“We 
worked 
over the 
summer 


with the OCG and our advisors. 
We are now in a position to say 
yes, if the government follows 
these new rules, the financial 
statements should present 
information fairly in accordance 
with the revised stated accounting 
policies,” Ron said. “This is a 
major advance.” 


Kudos 


These accounting policy changes 
represent a real accomplishment. 
Ron credits a number of players. 


Ken Dye became the first 
auditor general to give an 
unqualified opinion on the 
financial statements of the 
Government of Canada. 


First, Auditor General Ken Dye. 
“Ken decided to focus on the 
government’s financial statements 
during his term of office. He 
worked hard to get improvement of 
the statements on the government’s 
agenda, and I think he has been 
most successful,” Ron commented. 


Second, the PAC. “It played a 
continuing role for 12 years in 
encouraging the government to 
improve its accounting policies,” 
Ron said. 


Third, credit goes to former 
President of the Treasury Board 
Robert deCotret and Minister of 
Finance Michael] Wilson who had 
to make the decision to change the 
accounting policies. 


Fourth, the Office of the 
Comptroller General. “I think the 
OCG did a super job as senior 
bureaucrats to bring about change 
in an organized and practical way. 
They had the patience and 
perseverance to work within 
government to bring about a set of 
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Scott Milne (second from right) of the Central team, 
discussing issues with (from the left) Vinod Sahgal, 
External Affairs team; Eric Anttila, Computer Audit 
Group; and Nancy Cheng, Customs and Excise team. 


revised accounting rules that would 
accommodate both budgeting and 
actual reporting,” Ron commented. 
Comptroller General Andy 
Macdonald and Deputy Minister of 
Finance Fred Gorbet were 
instrumental. 


And the OAG has worked hard on 
this project as well. In 1984 Ken 
Dye initiated a research project to 
gain a better understanding of 
summary-level reporting. Former 
Assistant Auditor General Lyle 
Osland spearheaded the Federal 
Government Reporting Study 
(FGRS) undertaken jointly by the 
Office and the United States 
General Accounting Office. The 
purpose of this research project 
was to identify the financial 
information about federal 
governments that users need. In 
Canada, the results of the study 
were provided to Members of 
Parliament, the government and 
PSAAC for their consideration. 


Another key OAG player was 
Principal John Adshead. “You 
have to be able to have 
no-holds-barred closed-door 
discussions with government 
officials if you are ever going to 
achieve meaningful change. John 
was able to develop that kind of 


relationship 
with the OCG. 
Over the last 
five years, his 
efforts have 
been incredibly 
important,” 
Ron explained. 


“We have to 
also remember 
that the audit 
of the 
summary 
statements is, to 
a large extent, 
done by 
departmental 
audit teams,” Ron noted. “From 
our position at the centre, we see 
how much professional 
co-operation occurs among the 
various groups.” Departmental 
audit teams and other audit groups 
have many priorities in the late 
summer. They have chapters and 
audit notes to finalize as well as 
their Section 6 attest audit work. 
“And they get it all done,” Ron 
observes, “I think it’s remarkable 
that they are able to juggle all the 
various deadlines and to get the 
tasks done. There is a tremendous 
amount of Office-wide 
co-operation.” 


An Unqualified Opinion 


The efforts of all these groups 
resulted in the first unqualified 
opinion on the financial statements 
of the Government of Canada. 


In 1990 the Minister of Finance 
and the President of the Treasury 
Board strengthened the 
government’s accounting policies. 
In particular, they: 


* provided an “allowance for 
general contingencies” in respect 
of potential debt or debt service 


relief measures for financially 
troubled countries under 
multilateral agreements; 


* redefined the reporting entity to 
specifically include Crown 
corporations and consolidated 
the financial statements of 
appropriation-dependent 
corporations with the financial 
Statements of the government; and 


* recorded an allowance to provide 
fully for the indexing of 
employee pensions. 


These changes have been applied 
retroactively, with restatement of the 
previous year’s deficits and 
accumulated deficits, for 
consistency. This accounting 
treatment complies with guidance 
provided by the CICA. 


Two matters remain that need 
attention in future years. First, the 
government should continue to study 
and implement, where applicable, 
recommendations made by PSAAC. 
And second, the government should 
present its financial statements in a 
comprehensive but concise annual 
financial] report. 


Ron said that, last summer, when 
reviewing a draft of the 
government’s financial statements, 
one of our advisors commented, “as 
to ease of understanding, I would 
rate the statements at about two out 
of ten.” 


Clearly, the task ahead will be to 
keep the audit opinion clean and to 
encourage the government to 
simplify and streamline the summary 
Statements, and to package them in 
such a way that understandability is 
enhanced. 


“T have every confidence that 
support and encouragement by the 
government, the PAC, PSAAC and 
our Office, will continue, and that 
we will see Summary statements 
rated at eight or nine out of ten 
before too long,” concluded Ron. 
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Tabling the Annual Report: 
The OAG Perspective 


by Mark Hill 
Principal, Parliamentary Liaison 


At its simplest, the tabling in the 
House of Commons of the Auditor 
General’s annual report is 
elegantly uncomplicated. One 
simply delivers a copy, in each 
official language, to the office of 
the Speaker of the House. Once 
delivered, the Auditor General Act 
requires the Speaker to table the 
report “forthwith” and, once 
tabled, the Standing Orders of the 
House of Commons provide for its 
immediate and permanent referral 
to the Standing Committee on 
Public Accounts. What then 
happens with the report is entirely 
up to the Public Accounts 
Committee. 


In reality, the tabling of the AG’s 
report has advanced considerably 
beyond this most basic mode] to 
comprise, among other things, a 
lockup for the media, a preview for 
interested MPs and a variety of 
complementary products designed 
to help parliamentarians, the media 


Parliamentary Liaison Principal Mark Hill with Auditor 


General Ken Dye. 


and Canadians generally come to 
grips with the vast array of issues 
set Out in the annual report. 


This article describes the tabling of 
the Auditor General’s 1990 Annual 
Report and explains the idea 
behind the activities and products 
that contribute to making the 
simple act of tabling the report a 
complex series of interrelated 
events Occupying many members 
of the OAG staff. 


MEDIA LOCKUP — Strong 


Media Interest 


The media lockup starts at 9 a.m. 
on the day of tabling and runs until 
the report is tabled in the House at 
about 2 p.m. During the lockup, 
journalists review the report and 
may seek clarification and 
explanation from OAG staff. But 
they may not leave the lockup until 
the report is tabled nor may they 
transmit any copy prepared for 
publication (these conditions are 
voluntarily agreed to by each 
journalist on entering the lockup). 


The purpose 
of the lockup 
is to provide 
an 
opportunity 
for journa- 
lists to 
review the 
report, to 
consider the 
messages 
presented, 
and to seek 
explanations 
from OAG 
staff without 


the pressure of immediate 
deadlines. From the Office 
perspective, the effort that goes 
into arranging for the lockup is 
worthwhile because of the 
balanced coverage that tends to 
result. There is also a reduced 
tendency to concentrate on the 
horror story angles that surface 
when the report gets just a quick 
skim before the story is written. 


The 1990 lockup was 
well-attended with just over 100 
journalists taking advantage of the 
opportunity to plough through the 
800-plus page document in the 
relative peace of the lockup. Many 
took advantage of the opportunity 
to view the annual report video 
being previewed in the lockup, and 
this led to several clips from the 
video being used to support 
televised coverage of the report 
later in the day. Several] OAG staff 
were kept busy providing 
explanations of some report 
chapters including those on the 
Immigration program (chapters 
12-15) and on Revenue Canada’s 
enforcement of the Income Tax Act 
(chapter 24). 


From this watcher’s perspective, 
the worth of the lockup was again 
proven by the high-quality, 
thoughtful and balanced coverage 
provided in the media later on 
tabling day and in subsequent days. 
Much attention was paid to issues 
like immigration and the medical 
support chapter on National 
Defence (chapter 23) — but other 
issues, no less significant in terms 
of good public administration, 
were brought to the attention of the 
Canadian audience. Examples of 
this latter category include the 
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chapter on information security 
(chapter 9) and the chapter on 
airport administration (chapter 30). 


MP PREVIEW — Strong 
Parliamentary Interest 


Also during the morning of tabling 
day, the Chairman of the PAC 
hosts a confidential preview of the 
AG’s annual report for Members of 
Parliament and their research staff. 
For MPs’ research staff the 
conditions of the preview are 
similar to the media lockup — staff 
may not leave the preview until the 
report is tabled in the House at 
about 2 p.m. Members, on the 
other hand, may leave the preview; 
however, they may not remove 
copies of the report before tabling. 
As well, MPs agree not to divulge 
contents of the report before 
tabling. 


During this preview, the Public 
Accounts Committee holds an in 
camera meeting (in the same room 
as the preview) at which the 
Auditor General outlines the main 
messages in his report and answers 
questions. It sounds awkward, 
having one group of people at one 
end of the room studying the report 
with a meeting going on at the 
other end, but it works! The 
attendance at the 1990 preview 
was about triple the number 
attending the same event two years 
ago. 


As with the Media Lockup, the 
objectives of the MP Preview are 
to give parliamentarians an 
opportunity to review the report 
and to obtain explanations from the 
Auditor General]. Providing this 
exposure through the morning of 
tabling day enables MPs to 
develop a balanced understanding 
of the report issues of importance 
to them. The corollary is that it 
avoids undue focus on “horror 
stories”. 


In a “first”, the PAC Chairman 
agreed to the use of the annual 
report video as a form of opening 
statement for the PAC in camera 
meeting. It was run in one 
language (with the agreement of 
Members present at the table) and 
seemed to be appreciated as a form 
of quick report overview in 12 
minutes, 


UNCERTAINTY — The Order 


of the Day 


On 5 October, the Striking 
Committee of the House tabled its 
forty-ninth report recommending 
new committee memberships for 
all standing committees of the 
House, including the PAC. In the 
case of PAC, this proposed 
membership change was 
significant since seven of nine 
members including the Chair 
would be new to the Committee, 
just two weeks before tabling. 
Contact was established with all 
new members and background 
material on the Office was 
provided. Rough plans were 
developed for a quick briefing of 
new members prior to tabling. 


But politics intervened. For the 
first time in many years the House 
refused unanimous support for 
concurrence in the report of the 
Striking Committee and the 
proposed new memberships sailed 
off into limbo. About a week 
before the tabling date the “old” 
PAC concluded that they should 
proceed with business as usual] and 
it was that Committee that was in 
place to receive the report on 
tabling day. The “old” Committee 
is still in business at the writing of 
this article (January 1991) and is 
expected to remain vigorous until 
the conclusion of this session of 
Parliament. 


OAG Principals discuss chapters 
with journalists at the Media 
Lockup (this page). Opposite page: 
(Top) PAC Chairman Len Hopkins 
confers with PAC staff and Mark 
Hill (second from right). (Centre) 
Ken Dye, with the assistance of 
Shayla Mindell, shows MP David 
Stupich the Ful/Text software. 
(Bottom) Deputy Auditor General 
Raymond Dubois with MP Don 
Boudria. 
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PRODUCTS — Improvement 
and Innovation 


When the report is tabled, the 
annual report video begins playing 
on the parliamentary television 
network (OASIS) and is available, 
on demand, through the same 
system, to individual MP requests. 
This year’s video features 
improved graphics and some 
low-key music background that 
have added to its appeal. Selected 
clips from the video were used by 
the major networks to support their 
stories on the report on tabling day. 


A new product in the form of a 
ten-year EDP collection of annual 
reports was developed this year, 
primarily intended for use by the 
Library of Parliament. It is 
supplied on compact disc (CD); 
comes with the same Ful/Text text 
search software package as the 
one-year version available on 
diskette; and provides for rapid 
access to and search of the text of 
all reports from 1981 through 1990 
(since PAC reports are included in 
all AG annual reports as an 
appendix, this search capability 
extends to these Committee reports 
as well). Plans are being 
developed to introduce this product 
to other potential users. 


Also on tabling at 2 p.m., 
individual copies of the report, in 
both official languages, are 
delivered to the office of each 
Member of Parliament. This year, 
to make sure that all MPs were 
informed of the availability of the 
full range of products and services 
to help deal with the report, a short 
flyer was distributed along with the 
report. The flyer listed the services 
and products available and 
informed the reader how to get 
them. 


Shortly after tabling, individually 
bound copies of each chapter were 
delivered to the chairman and 
members of all standing 
committees of the House with an 
interest in the chapter. These 
individually bound chapter copies 
have proved a hit in recent years, 
since they eliminate the need for 
Members to lug around the full 
report when access is needed only 
to the one chapter (on committee 
business, for example). 


AFTERMATH — Lots of 


Activity 


Within a few days of tabling, the 
PAC set an ambitious schedule of 
hearings based on the report. This 


first round of hearings on the 1990 
report included: 


¢ External Affairs audit note: 
advance of monies to 
employees; 


¢ Coast Guard audit note: 
modernization of the Louis S. 
St. Laurent icebreaker; and, 


* Chapter 24 on the Department 
of National Revenue-Taxation: 
enforcement of the Income Tax 
Act. 


In addition to these PAC hearings, 
the Standing Committee on 
Labour, Employment and 
Immigration scheduled a hearing 
on the four chapters on the 
Immigration program. 


At the time of going to press with 
this issue of Opinions, the PAC 
had conducted a second hearing on 
the Louis S. St. Laurent and had 
issued a report on the External 
Affairs audit note hearing. 


CONCLUSION — They’re All 


Different 


The tabling of the AG’s annual 
report went off without a serious 
hitch once again. And, in no small 
way, this is a tribute to the effort of 
the many report authors and 
support personne] involved. 


And tabling the report is just the 
tip of the iceberg. The process 
actually starts in June with the cal] 
letter to authors to begin preparing 
briefing material for the Auditor 
General. With a variety of 
follow-up activities, it doesn’t 
really end until about Christmas. 


Parliament, by its very nature, 
tends to be somewhat 
unpredictable. And the age-old 
adage about the best-laid plans of 
mice and men is nowhere more 
true than for this important annual 
event of the Office. 
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In the Final Analysis... 
The Media Looks at Ken Dye’s Last Annual Report to Parliament 


by Hladini Wilson 


Every fall, news reporters across 
Canada sprinkle their pages and 
light up their screens with the latest 
news of Canada’s No. 1 watchdog 
of the public purse. 


Like the brief but glorious 
blossoming of wild poppies in the 
Far North, the Auditor General 
basks in the media spotlight for 
two or three days and then heads 
back to his audit teams to continue 
the battle to achieve government 
accountability and improved 
management. 


A few snide editorials admonished 
Auditor General Ken Dye for 
“playing God” (Michel Gratton, 
Ottawa Sun, 31 Oct.) and chided 
him for filling his “fat and fluffy” 
annual report with “unsurprising 
news” and “windy philosophizing” 
(Don McGillivray, Southam News, 
Ottawa Citizen, 31 Oct.). 


However, the majority of 
columnists focussed on the 
“valuable revelations” in Ken 
Dye’s “monumental farewell 
report” (Ottawa Sun, 31 Oct.). 
“Once again,” most writers agreed, 
“Dye has produced a searching 
provocative and wide-ranging look 
at government finances.” (Ottawa 
Citizen, 31 Oct.). 


Coverage of the 760-page 
document highlighted only a 
handful of the issues that the 
Auditor General judged significant 
enough to report to Parliament. In 
order of popularity among the 
press, these were: 


* More than 140,000 students 
have defaulted on their loans 
since the program began in 
1964, costing the government 


$858 million. Only 35 percent 
of this loss has been recovered. 


A chaotic patchwork of 24 
federal departments responsible 
for administering over 50 
governmental laws in harmony 
with provincial authorities has 
led to poor enforcement of 
pollution regulations and 
virtually no monitoring of 
waste materials dumped into 
our rivers and oceans. 


A continuing disagreement 
between RCMP and Customs 
officials is interfering with 
attempts to arrest the kingpins 
of drug smuggling. 


Canada’s armed forces are not 
ready for military conflict, and 
the defence medical system is 
not prepared to handle the 
inevitable casualties that war 
would bring. 


At least $1 billion per year is 
lost in unpaid taxes because of 
errors in filing returns or 
deliberate evasion. Tax 
enforcers nab only one in 115 
cases of unreported personal 
income and one in 55 corporate 
offenders. 


Immigration officials ignore 
annual levels set by Parliament 
and have allowed tens of 
thousands more immigrants 
than authorized to enter 
Canada. Bad management has 
resulted in massive backlogs of 
refugee claimants. Inadequate 
medica] and security screening 
and poor enforcement practices 
threaten the level of protection 
of Canadian citizens promised 
by the Immigration Act. 


* Transport officials have no plan 
and no funds to cope with the 
increase in air travel resulting 
from deregulation of airports. 
Twenty years of studies have 
brought no solutions to meet 
the urgent need for repairs to 
parking garages and the 
expansion of runways at 
airports in Toronto and 
Vancouver. 


* Lack of security leaves the 
government’s confidential 
computer files wide open to 
theft or tampering. Negligence 
within some departments in 
preparing for major 
technological failure could 
paralyse government operations. 


* Government funding of 
projects without proper 
approval or adherence to grant 
provisions included: over $2 
million to a non-productive 
coal-washing plant in Pakistan; 
$100,000 for development of 
an engine turbo-charger for a 
dragster; up to $125 million in 
estimates to modernize a Coast 
Guard icebreaker; more than 
$87 million for economic 
development in the Laprade 
region of Quebec; and a 
ninefold increase in 
construction costs for four 
forestry centres across the 
country. 


As usual, the English-language 
dailies of the nation’s capital 
eagerly printed a flurry of stories 
and contradictory editorials on this 
yearly “catalogue of waste and 
ineptitude” (Paul Gessell, Ottawa 
Citizen, 31 Oct.). On the day the 
report was tabled in Parliament, 
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headlines totalled 16 in the Citizen 
and 13 in the Sun. 


The French journalists of the 
region furnished their readership 
with succinct presentations of the 
audit issues and descriptions of 
Ken Dye’s expansion of his 
Office’s revolutionary 
value-for-money approach. 

Albert Juneau (Le Devoir, 1 Nov.) 
discussed the growing accent on 
matters of economy, efficiency and 
effectiveness and the introduction 
of comprehensive and sectoral 
audits during the Dye regime. 


Toronto and Montreal papers, with 
their somewhat more distant 
perspective of capital affairs, gave 
concise but complete coverage of 
the main points and featured a few 
commentaries on the man behind 
the report. 


Alain Dubuc (La Presse, 1 Nov.) 
briefly tallied the balance sheet of 
Mr. Dye’s accomplishments over 
the past 10 years, his innovations 
in audit scope and the evolution of 
his annual report, which now 
“contains fewer spectacular 
revelations, but poses even more 
troubling questions on the 
government’s capacity to fulfil its 
mandate.” 


On 3 November, columnist Slinger 
of The Toronto Star made a caustic 
attack on the size of the Auditor 
General’s salary, which pales in 
comparison to the billions of lost 
or misused dollars that he brings to 
public attention. But the next day, 
the Star stated that “Ottawa needs 
to act on his recommendations” 
and awarded Ken Dye laurels for 
giving taxpayers “good value for 
his sharp audits”. 


The Prairie press paid almost no 
attention to the tabling of the 
Auditor General’s report, and the 
Vancouver Sun took the 
Opportunity to bring up new 


findings relating to 
last year’s tussle 
Over ministerial 
travel. 


Maritime reporters 
expressed interest 
primarily in illegal 
funding through the 
Atlantic Canada 
Opportunities 
Agency and what 
some considered the 
unnecessary 
overhaul] of an 
icebreaker. 


Nonetheless, an 
editorial in the 
Halifax 
Chronicle-Herald 

on 1 November 
pointed out that Mr. 
Dye, who calls 
himself “just a bean 
counter”, has 
“transformed the 

role of auditor general 
from that of a figure tabulator” to 
that of a “policy analyst and 
government critic extraordinaire”. 
The east-cost editor praised Ken 
Dye for perhaps his greatest 
achievement during his decade- 
long tenure as Auditor General: “a 
clean bill of health for the 
government’s books, after Ottawa 
changed an accounting system 
which was hiding some $8 billion 
in debt.” 


The Financial Post editor also 
drew attention on 1 November to 
the Auditor General’s first-ever 
unqualified audit opinion on the 
government’s financial statements. 
He added that this favourable 
reaction “makes his criticisms of 
the government’s management 
control and accountability even 
more telling.” He quotes Mr. Dye’s 
continuing plea for prompt and 
effective action to correct defined 
deficiencies. 
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Dewar, Ottawa Sun 


At the time the Report was tabled, 
the Gulf crisis raised the real and 
horrifying possibility of a war 
involving Canadian troops, and 
most of the leading dailies quickly 
picked up on Mr. Dye’s 
observation that Canada is not 
ready for war. Alan Freeman 
(Globe and Mail, 31 Oct.) quotes 
Defence Minister Bill McKnight’s 
dismissal in the House of 
Commons of: “I’m not sure...that 
the Auditor General is... qualified 
as a military strategist.” The 
article also carried Mr. Dye’s retort 
that his information had come from 
Mr. McKnight’s own generals. 


Columnist Douglas Fisher 
supported Mr. Dye’s assertions in 
the 2 November edition of the 
Ottawa Sun. He cited details from 
books recalling similar situations 
of unreadiness during both World 
Wars and bemoaned the fact that 
the lesson learned was forgotten by 
the time Canadian forces were sent 
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Journalists at the Media Lockup. 


to fight in Korea. He suggested 
that Mr. McKnight should have 
read up on the subject before 
belittling the Auditor General. 


Reports of Ken Dye’s criticism of 
military medical capabilities 
inspired the investigation of 
Ottawa’s National Defence 
Medical Centre and sparked a 
backlash mini-scandal. A 
Montreal Gazette editorial on 2 
November lambasted MPs, 
senators and high-ranking 
bureaucrats for using this Centre as 
an exclusive VIP medical facility. 
“There are virtually no waits to see 
the doctor. Short term care is 
available at the usually uncrowded 
hospital...and for surgery, the 
waiting lists are far shorter than in 
the real world.” The article 
expresses Outrage at this “offensive 
double standard” that is being 


financed by the taxpayers. Cost 
per patient day is $472 compared 
with $286 at an ordinary Ontario 
institution. 


Hours before stories of Ken Dye’s 
audit findings appeared in print, 
radio and television stations made 
full use of a short but snappy 
videotape prepared by members of 
his communications staff to 
highlight major issues in the 
31-chapter report. National news 
programs also interviewed the 
Auditor General shortly after his 
tabling of the report in Parliament 
and again the next day, giving him 
a chance to respond to public and 
government reactions to his final 
crusade. 


Maclean’s 12 November issue ran 
a full page on the “affable” Auditor 
General’s “scathing report card”. 


The national magazine stated that 
“even his critics acknowledge that 
most Canadians have perceived 
Dye as a man trying to protect their 
interests.” Authors Greg W. Taylor 
and E. Kaye Fulton compared Ken 
Dye with his “aggressive” 
predecessor, Maxwell Henderson. 
They said that bureaucrats 
expected the Vancouver accountant 
to maintain a low profile, but after 
a year in office, he “stepped into 
the spotlight” with his challenge to 
the Trudeau government regarding 
access to Cabinet documents. The 
article closes with speculation on 
his future and the assurance that 
“in his next job, Dye will carry 
with him a reputation for candor — 
and toughness.” 


“It is his job to raise 
awkward questions 
... He could have 
been more popular - 
ifhe hadn’t been as 
thorough.” 

The Ottawa Citizen 


With the 1990 report, Ken Dye has 
completed his ten-year term as 
Auditor General of Canada and 
fulfilled his legal mandate to 
examine, observe, recommend and 
report on issues that he considers 
of significance to Parliament. 


As the editor of the Ottawa Citizen 
(1 November) pointed out: “It is 
his job to raise awkward 
questions....He could have been 
more popular — if he hadn’t been 
as thorough.” 
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Behind the Headlines — 
Journalists’ Views 


Newspapers and television 
present the public with the 
media’s interpretation of the 
Auditor General’s annual 
report. How do journalists 
select issues to highlight from 
the vast array offered in the 
report? What kind of story is 
the media interested in? Do 
journalists think that the report 
dealt with significant issues ? 
To answer these questions 
Opinions Editor Ann Wesch 
spoke with four journalists — 
Graham Fraser and Allan 
Freeman of The Globe and 
Mail, Patrick Doyle of The 
Toronto Star and Michel Vastel 
who writes for Le Soleil and Le 
Droit. 


All four agreed that the 1990 
Annual Report was a significant 
one. Each felt that the issues 
dealt with were important and 
should be brought to the 
attention of Parliament and the 
public. They noted, with regret, 
that the size of the report made 
it impossible to bring more than 
a few issues to the public’s 
attention in the few days that 
the report caught the media’s 
spotlight. 


Graham Fraser said the Auditor 
General’s report “represents a 
set of fresh eyes for looking ata 
series of decisions, some of 
which were made for not very 
good reasons”. 


Both Fraser and Freeman 
explained that The Globe and 
Mail is interested in 
government as an institution. 
The paper considered the report 


“| tried to choose 
issues that people 
can relate to. | look 
for things that 
people can get hold 
Ole 
A. Freeman 


a major story and assigned 
several reporters to cover it. 
Although, as Freeman 
explained, “We had fewer 
people covering tabling this 
year, four rather than eight. 
The reason for reducing the 
number was that there wasn’t 
enough space for even the 
number of stories that were 
written this year. 

There is a limited 

amount of space we 

can give the report.” 


Patrick Doyle 
agreed, “While the 
release of the annual 
report is an important 
event, there is only 
so much space we 
can give it; and we 
can only cover it for 
a few days — news 
priorities change 
quickly.” 


Michel Vastel felt 
that the choice of 
story depended on 
the medium 
producing it. He said 
that tabloid papers 
would be more likely 
to go for “catchy” 
stories. Radio, also, 


can give a story only, on 

average, 60 seconds, so it 
cannot deal in depth with 
complex issues. 


Vastel thought that the 
videotape produced by the 
Office and used by television 
networks “probably greatly 
influenced the choice of story.” 


Both Freeman and Fraser said 
they did not select “horror 
stories” to write about. 
Freeman wrote an overview of 
the report and on National 
Defence (chapters 20-23) and 
the chapter on values, service 
and performance (chapter 7). 
Fraser wrote on the immigration 
(chapters 12-15) and values 
chapters. Doyle wrote on 
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airports (chapter 30) and 
immigration. Vastel wrote on 
immigration, National Defence, 
the information security audit 
(chapter 9) and on values. He 
also appeared on Le Point, a 
public affairs program on Radio 
Canada. They agreed that the 
public could relate to these 
issues and they had far-reaching 
implications. 


“| write so the reader can 
understand, here’s what 


Fraser said, “I write so the 
reader can understand, here’s 
what your government is doing. 
It provides a chance for the 
public to engage in the debate.” 


Vastel feels that the report deals 
with issues beyond waste of 
money. “Take the chapter on 
immigration,” he said. “It’s a 
major one. While money is 
being wasted, there is an 
equally important issue; it’s a 
bureaucracy being unable to 
manage a program for which it 
has set objectives but cannot 


managed now. The 
bureaucracy is more and more 
conscious of the necessity of 
being high achievers. There is 


“I guess the fact that 
the Auditor 
General’s report is 
less sensational 
than it was in the 
past is a measure of 
its success.” 
M. Vastel 


your government is doing. It 
provides a chance for the 
public to engage in the 
debate.” 


meet them.” 


He commented, “The Auditor 


General’s report injects great : 
a reward for that in the system. 


G. Fraser 


Vastel explained that he didn’t 
read the pocket-size summary 
of the report. “In the lockup I 
first read all of chapter one,” he 
said. “The first chapter is very 
valuable in providing a general 
impression of the report. Then, 
I select the stories on which to 
put more emphasis. 
In the lockup I 
mainly just read and 
start to think about 
the central messages. 
After the lockup, I 
discuss the stories 
with the editors. I 
wait for the press 
conference to 
confirm that I’m on 
the right track and 
then I write my 
stories.” 


Freeman said, “I tried 
to choose issues that 
people can relate to. 

I look for things that 
people can get hold 
of — I wrote on the 
chapter on values for 
this reason.” 
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stimulation into the 
bureaucratic system.” 


Looking at the ten-year period 
in which Ken Dye has been 
Auditor General, all agreed that 
the report had undergone 
dramatic change. Fraser noted, 
“You wouldn’t have seen a 
chapter on values 10 years 
ago.” Vastel said, “I think the 
public service is more properly 


Managers don’t want to be seen 
as poor administrators. The 
report is a good way to 
stimulate change and, in that 
sense, it makes a great 
contribution.” Vastel concluded, 
“T guess the fact that the 
Auditor General’s report is less 
sensational than it was in the 
past is a measure of its 
success.” 


Bi Se che 


Journalists attend the Media Lockup on tabling day. 


Completing the Picture: OAG’s 
Regional Offices 


Roger Simpson at work in his Edmonton office 


by Roger Simpson, Principal, 
Edmonton Regional Office 


Why Have Regional Offices? 


Canada’s federal] Parliament is in 
Ottawa, and most departments are 
headquartered in the National 
Capital Region. However, 
significant program delivery takes 
place away from the corridors of 
power. Over the years, the 
government has moved some 
departments to the regions. 


The federal government spends 
billions of dollars annually in the 
West and North, besides federal 
transfers to provinces of over $6 
billion. It employs 94,000 public 
servants with a payroll of almost 
$3 billion. It provides such 
services as agricultural research, 
policing, Indian and Inuit Affairs, 
environment, taxation, ports 
services, fisheries, airports, armed 
forces bases, public works, and a 
variety of others. In addition, 
federally owned enterprises 
employ a further 57,000 people in 
the West and the North with a 
payroll of over $1.8 billion. 


Although the 
percentage of 
federal program 
spending in the 
area is not 
readily 
available, it is 
substantial. 


In Atlantic 
Canada, federal 
transfer 
payments to 
provinces are 18 
percent of the 


total, significantly higher than their 
pro rata populations. Some 15 
percent of civil servants, and 10 
percent of federal enterprise 
employees contribute a payroll of 
$2.3 billion into the Atlantic 
provinces regional economies. 


The two northern Territories 
(Yukon and NWT) each have their 
own extensive governments 
essentially independent of, but 
largely funded by, the federal 
government. The NWT spends $1 
billion per year and the Yukon 
about $350 million. Each of these 
governments has several Crown 
corporations and agencies, which 
have assets totalling almost $700 
million and revenues and 
expenditures of some $700 million. 


OAG Regional Offices 


Because of the significant presence 
of government departments, 
agencies and territorial 
government, the OAG has 
established regional offices in 
Halifax, Montreal, Winnipeg, 
Edmonton, and Vancouver. These 


offices employ about 15 percent of 
the total OAG staff of 700. 


Special Characteristics of a 
Regional Office 


1. Administration 


Life in a regional office differs 
from that in headquarters. Each 
office is self contained and remote. 
Each does its own administration 
without significant hands-on help 
from the support services available 
in headquarters although, when 
asked, headquarters is very 
co-operative. In the regions, we 
need to have a knowledge of 
administrative functions and be 
able to deal] with them locally. Ad 
hoc solutions to administrative 
problems are often the best way to 
get the job done. Regional staff 
must be able and willing to make 
decisions directly. 


Rules are often centrally oriented, 
because they are designed to apply 
to general situations and head 
office staff may not be aware of 
the conditions in the regions. Any 
problems are usually quickly 
resolved when we explain the 
facts. A recent issue over the use 
of an unauthorized hote] in the 
North was quickly resolved when 
we pointed out that because staff 
spend many weeks each year in 
isolated areas, they need 
comfortable accommodation to 
keep their morale high. 


2. Professional Work 


The regional offices have their 
own clients. We fulfil all the audit 
duties from planning through 
examination to reporting. We have 
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excellent telecommunications 
systems that allow us to seck 
advice where we need it, but 
regional life breeds 
self-sufficiency. The rewards are 
considerable. 


Western regional staff have 
responsibility for auditing two 
entire governments, albeit much 
smaller than the federal, but with 
most of the same 
issues, problems, 
priorities and 
politics. Edmonton 
has the government 
of the Northwest 
Territories, and 
Vancouver has the 
Yukon territorial 
government, each 
with their 
corporations and 
agencies. We have 
direct contact with 
the client’s senior 
staff up to deputy minister level, 
although solving audit problems is 
often done less formally than with 
federal officials. It includes 
ministerial briefings and close 
work with the Public Accounts 
Committees. We serve them as 
expert witnesses during hearings in 
the NWT and as advisors in the 


Assistant Auditor General 

Don Young and Principal 
Roger Simpson try traditional 
Dene smoked fish at Trout Lake. 


Yukon. The various territorial 
corporations have their own audit 
committees, which we serve ina 
similar fashion. 


Besides direct responsibility for 
domestic clients, our offices often 
act as subcontractors to our 
colleagues at head office for 
federal work done regionally. 


pl 
il 


Putting the Pieces Together 


Previously, audit examination 
work in federal] departments was 
centrally determined and only 
sometimes passed to regional 
offices for action. 


Regional staff were not involved in 
the audit planning and rarely in the 
final reporting. We were usually 
excluded from value-for-money 
audits. 


Traditionally, regional office staff 
were not trained to do value-for- 
money work, but now we get the 
same formal training as those in 
Ottawa. Consequently audit 
Principals and Assistant Auditors 
General are turning work over to 
competent, well-trained regional 
staff to save money and to raise the 
level of professional achievement 
throughout the OAG. 


Senior management is encouraging 
this approach, as it makes sense 
economically and professionally. 
For example, the out-of-pocket 


costs for a one-week visit to 
Edmonton by an Ottawa-based 
auditor come to around $35 for 
each working hour. When the 
work is done locally, by 
professionally qualified staff, 
significant savings result. 


When projects are decentralized, 
and the regional Principals 
shoulder full responsibility and 
accountability 
for entire audits 
from planning 
to reporting, the 
value added is a 
combination of 
local 
knowledge, 
learning 
experience, and 
cost savings. 
This allows 
regional staff to 
be an integral 
part of the total 
OAG family and fosters a feeling 
of camaraderie between far-flung 
colleagues. 


Special Challenges in the 
Regions 


Regional staff trave] much more 
than Ottawa-based teams. This 
requires Some special personality 
traits, which we look for when we 
hire auditors. We try to ensure that 
potential employees are willing to 
be away from home for extended 
periods. Their personalities must 
be flexible to allow them to meld 
with other staff members when 
working long hours in close 
confines in small, isolated 
communities. We pay particular 
attention to staff morale because 
extended travel puts a strain on 
family and friends. We try to 
arrange Our out-of-town 
assignments in a way that allows 
auditors to spend as much time as 
possible at home. Staff burnouts 
can be aggravated by too much 


14 Opinions 


travel, especially in the winter 
when the weather is bad. Flying in 
small aircraft can be stressful. 
During the past few months 
Edmonton staff were on board an 
aircraft when a door burst open 
during takeoff and, on another 
occasion, when a landing was 
aborted to avoid a collision. While 
the staff realize that these are 
isolated incidents, they are still 
stressful. 


Another step we have taken is to 
improve working accommodation 
for our staff in the North. Much of 
our work is done in Yellowknife, 
and until last year we worked out 
of a basement lent to us by the 
Government of the Northwest 
Territories. Things came to a head 
one day when a fire in an adjoining 
restaurant forced an evacuation of 
the building. The basement was 
not equipped with fire alarms. 
Until the fire marshall checked that 


everyone was out of the building, 
our staff were not even aware of 
the evacuation. 


Since then we have opened our 
own base of operations in 
Yellowknife on the seventh floor in 
a modern building. The staff 
appreciate the better conditions and 
can actually see the sun when it 
shines! 


Another management challenge for 
regional offices has been the 
feeling of comparative isolation of 
Edmonton’s staff complement of 
15 vis-a-vis the Office community 
of about 600 in Ottawa. 


But all clouds have a silver lining. 
Firm friendships can develop from 
the close professional] relationships 
in a smal] regional office. We 
encourage staff to make contact 
with remote colleagues and 
develop a long-distance network. 
We reinforce this by sending staff 


Retreat with NWT PAC, Fort Simpson, September 7, 1990. Back row, left to 
right: Goo Arlooktoo, Members’ Assistant, GNWT PAC; Henry Zoe, MLA, 
Deputy Chairman, NWT PAC; Mike Bell, Committee Researcher, NWT PAC; 
Don Young, Assistant Auditor General, Western Audit Group; Roger Simpson; 
Ludy Pudluk, MLA, NWT PAC. Front row, left to right: Sam Gargan, MLA, 
NWT PAC; Raymond Dubois, Deputy Auditor General; Bruce McLaughlin, 
MLA, NWT PAC; Nick Sibbeston, MLA, Chairman, NWT PAC. 


on periodic conferences and 
professional development courses 
in Ottawa. Needless to say, we 
make extensive use of key 
functional groups in Ottawa. We 
have excellent relationships with 
personne] and administration, the 
technical resources unit, 
professional development and 
numerous audit teams. 


In all organizations, and the OAG 
is no exception, many myths and 
other folklore evolve outside of 
official policy. One such myth 
held that staff could make 
meaningful careers only in 
headquarters. This view has 
discouraged many people from 
transferring to a region. In the past 
five years, however, several 
employees have moved from the 
centre and are enjoying the new 
lifestyles offered by the different 
geographic areas. In the West, for 
example, we have access to 
world-class skiing for an 
investment of less than three hours 
driving. The low-density 
population leaves a lot of room for 
other exciting outdoor activities. 
We have easy access to golf 
courses, hiking and camping, 
white-water rafting, gold panning 
and a host of others. In spite of 
this, we don’t suffer from lack of 
creature comforts. Winnipeg, 
Edmonton and Vancouver are large 
cities with all the modern 
conveniences, including thriving 
cultural activities, professional and 
amateur sports, excellent shopping 
and competitive prices. I work in 
an ideal office with a talented 
group of people whom I respect 
professionally and enjoy on a 
personal basis. What more could 
anyone want? 
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The Baby Boom Syndrome 


The baby boom syndrome was the 
topic of a timely and 
enthusiastically received speech 
given by Principal Esther Stern at 
the OAG Professional Staff 
Conference in Cornwall in August. 
The following is an excerpted 
version of her speech. 


Contrary to popular belief, which 
links the baby boom phenomenon 
to the end of World War II, the 
upward swing in births began in 
the late 1930s. It reached a peak in 
1959 and had disappeared by the 
early 1970s. The resulting bulge in 
the age structure will remain a 
characteristic of our population for 
decades to come. 


It is such an important and 
extraordinary demographic 
happening, that, in the countries 
where it occurred, it is often used, 
abused and misused to explain 
social or economic events such as 
economic booms or busts, crime 
rates and the like. However, as 
social scientists and economists 
know, it is practically impossible 
to isolate one particular factor to 
explain a social or economic 
situation. 


Boomers’ Effect on the 
Labour Market 


A primary effect has been the 
aging or greying of Canada. By 
1986, Canada’s age structure was 
in the process of changing from a 
pyramid to a vase. By 2031, the 
transition is expected to be 
complete. Many European 
countries already have such a 
structure. 


This will have a direct effect on the 
public service, resulting in acute 
shortages in the skilled and highly 
skilled areas of the labour force. 


This trend will become more 
visible in the 1990s. 


A phenomenal growth in service 
sector employment, up from 45 
percent of the population in 1951 
to 71 percent in 1988, will be 
coupled with the effects of rapid 
technological innovation, 
heightened global competition and 
major shifts in the characteristics 
of the work force. 


While these effects might be 
regarded as negative indicators, 
our Official demographers and 
economists point out that with an 
influx of new immigrants it may 
not be necessary to sound the death 
knell for our medium and 
long-term economic prospects. 


What are the potential future 
effects of the baby boom syndrome 
on Canadian society? 


Instead of recent decades of 
dependency on institutional 
services, community services will 
have to take over. Universal 
benefits will be phased out in 
favour of support for targeted 
groups. 


Many public subsidies will have to 
be assumed by private agencies. 


With rising female participation in 
the labour market future decades 
will have to come to grips with the 
impacts on work and on the family. 


Pressures on the working poor may 
increase. 


Greater integration of immigrants 
will be necessary. 


Longer life expectancy will mean 
coping with disabilities and 
ensuring quality of life for older 
generations. 


If actual indicators become a trend, 
full-time work may increasingly 
change to part-time work. 


An issue with enormous, and as yet 
unknown, consequences is that of 
the gradual shift from fixed to 
flexible retirement. 


Experts would have us believe that 
all these things depend not on the 
baby boomers but on the “baby 
busters”, the generation that 
followed. 


The Differences Between 
“Boomer” and “Buster” 


Baby boomers were the “me” 
generation, pampered by doting 
and “present” parents, but 
nevertheless rebellious. These 
young people needed a cause. 
Almost simultaneously, university 
students put up barricades in the 
United States and Europe. 
Post-existentialism was in vogue in 
Europe, human rights and Vietnam 
in the U.S. It was the era of 
Woodstock, flower children, 
peaceniks. Then came equality 
movements: feminists, gays and so 
on. 


At the same time, lots of 
opportunities were made available 
for these youngsters entering the 
labour market. The sky was the 
limit — job hopping and ladder 
climbing were the name of the 
game. 


Both baby boomers and busters 
can be characterized as very 
sophisticated, a trait learned from 
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previous “urbanized” generations. 
The values of “baby busters” 
however, are very different. 
Busters are practical, are interested 
in getting back to basic values and 
quality of life. Professions like 
teaching have become popular 
again. Busters want to have fun at 
what they’re doing — meaning 
minimum Stress in their jobs. 


Effect on the Public Service 


The federal government is the 
largest employer in Canada. All 
government levels combined, 
about one third of our population is 
employed by the public sector. 
The public service is experiencing 
a malaise. By 1985, there was a 
phenomenon called 
“middle-management bulge”, 
where 55 percent of white male 
public servants were at middle 
management level, with virtually 
no prospects of moving up. This 
problem, linked to the baby-boom 
syndrome, became known as 
“plateauing”. 


At the same time, a stagnant public 
service closed its doors to the 
younger generation, especially 
young men, thereby repeating 
earlier mistakes in human resource 
planning. 


Senior public servants who 
recently released the first reports 
on Public Service 2000, an 
initiative aimed at fundamental 
reform of the public service, 
attribute this malaise to many 
Causes: 


* lack of delegation; 
* fragmentation of accountability; 
* uncontrolled growth; 


* concentration on process rather 
than results; and 


* neglect of the human 
dimension. 


After the euphoria of the 1970s, 
most public servants encountered 
career plateaus, budget restrictions 
and a mid-life crisis all at the same 
time. 


The all-too-real] phenomenon of 
plateauing has now become 
embedded in the collective and 
individual folklore of the public 
service to the point where, in the 
words of Nicole Morgan, an 
authority on the subject, “It is 
being used (and abused) to 
interpret the malaise of all 
organizations, particularly the 
public service. Career plateauing 
is probably an important element 
of what we call the federal public 
service morale problem, but it is 
not necessarily the main element. 
Nowadays, compared to 
entrepreneurism, bureaucratism 
appears more than ever to lack 
either greatness or glamour.” | 
would add to that the word 
“challenge”. 


However, a recession is looming, 
which may have an impact on how 
we value entrepreneurship. 
Indeed, personal bankruptcies are 
being declared at alarming rates. 


To blame everything on plateauing 
seems to Nicole Morgan evidence 
of a lack of vision. This type of 
reasoning rests on three premises, 
which are myths: 


* that organizations are static; 
* that employees are passive; and 


* that baby boomers will be there 
forever. 


First, public service organizations 
are often the cradle of social 
change. Second, employees are not 
passive; they have to adapt to 
economic and demographic 


changes by adopting new values 
towards work, and by modifying 
their perception of plateauing in 
particular. Baby boomers have the 
clock ticking. The forties are a 
difficult age. Plateauing has forced 
a reassessment of the priority 
placed on work. The 1970s edition 
of snakes and ladders has changed. 
Fast-track career types are no 
longer the majority. 


How Does the OAG Rate? 


The good news is that, given our 
context and history, we seem to be 
addressing some of our own 
structural imbalances through 
equitable employment. The 
representation of women is tackled 
head on, especially at entry levels. 
For example, 36 AUs are women 
and 25 are men. In the 
management category, however, 
we are in line at 12.9 percent with 
the public service’s 14.9% 
representation by women. 


Looking at francophone and 
bilingual employees in the Office 
we find a similar situation. At the 
entry level, 37 percent were 
francophone; this percentage falls 
to 20 percent for the MX-DX level 
and 16 percent at the PX level. 
The OAG percentage compares 
favorably with the overall public 
service percentage of 20, 
especially for entry levels. These 
Statistics are nonetheless 
significant, because experience has 
shown that employees tend to work 
in the language of their superior. 


On the other hand, the Office has 
not really tried to formally 
compare itself to the public service 
on equity statistics nor to the 
private sector. We seem to be 
meeting most public service 
targets. And, we are doing 
extremely well in employing 
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visible minorities, where we rate 
13 percent against the public 
service target of 5 percent. 


In our Office, within the 
professional auditors’ ranks, baby 
boomers do not seem to block baby 
busters, contrary to what may be 
happening in the public service. 


Opportunities are available for 
people to move up, and 
fast-tracking for exceptional 
performers is encouraged through 
our promotion policy. While there 
is definitely a middle-management 
bulge, it has no noticeable effects 
on promotions and mobility. 


Celebration E Sowwtiny 


Ce nae on: 


Gon eee 


In Victoria, British Columbia, in 
April 1990, Principal Otto 
Brodtrick delivered both the 
opening and closing remarks at a 
two-day conference entitled The 
Well-Performing Government 
Organization: Celebration and 
Scrutiny. In this article we have 
printed excerpts from both talks. 


Opening Remarks 


When the new Auditor General 
arrived at the beginning of the 
1980s he initiated two projects. 
One was to review what had been 
done by his Office and what 
impact that had had. The second 
was to get to know the people who 
run the Public Service of Canada. 
These two projects resulted in a 
kind of paradox. 


When we reviewed the Office’s 
audit work and annual reports, we 
found that we talked mostly about 
difficulties, weaknesses and 
inadequacies, about things that 
didn’t work. We called them 
deficiencies. 


In the Public Service project, the 
Auditor Genera] talked to people at 
all levels, and he discovered that 
most of these people were 
knowledgeable, intelligent, and 


enthusiastic about their jobs. They 
work long hours. They take work 
home. And they will do anything 
to make their department or their 
program better. Many of them 
could go to the private sector and 
probably double their income. 


It is from that paradox that our 
study on Constraints to Productive 
Management eventually arose. On 
the one hand we were saying that 
public sector organizations do not 
work. On the other hand we were 
finding that many people in public 
sector organizations were 
imaginative, creative and 
innovative. We set out to find an 
answer to that paradox. 


The question in the public service 
is one of performance, 
performance in three respects. 
Performance in the sense of being 
responsive to the public; 
performance in the sense of being 
productive vis-a-vis the taxpayer as 
interpreted by the government; and 
performance in the sense of being 
satisfying to the public servants, to 
the people who actually make this 
thing go. 


In my mind, if we could achieve 
these three things or achieve a 
better balance in them, we would 


be on the way to what I would call 
an idea] public service: responsive 
to the public, productive vis-a-vis 
the taxpayer, and satisfying to the 
public servant. 


It was imperative to our study on 
well-performing organizations to 
actually look at things. We didn’t 
spend much time sitting in our 
office thinking about it and reading 
books or theories. We went across 
the country and talked to people 
and observed people. We worked 
with people to find out what it is 
that they are actually doing, why 
they do it, and what their 
motivations are. 


We found that there were basically 
two types of organizations. We 
called one the traditional 
organization. Those are the people 
who believe — with Lenin — that 
trust is good, control is better, and 
fear is best. Then there are 
organizations that are based on an 
entirely different notion: the notion 
of collaboration and commitment. 


The first paradigm says the world is 
messy. Certainly, that’s not a 
revelation. We see that every day. 
To manage well in a traditional 
organization, however, things need 
to be orderly, predictable, and 
certain. Accordingly, managers will 
try to make the world orderly, 
predictable and certain. And then it 
will be possible to have effective 
management and high-performance 
organizations. 


The other paradigm starts out with 
the same premise: The world is 
messy. But then it continues 
differently. Hence, what we need to 
do is to develop managers who can 
perform productively even in work 
environments that are messy, 
uncertain and unpredictable. And 
then will it be possible to have 
high-performance organizations. 


You can see the profound difference 
between these world views. What 
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we have done, I think, in public 
sector bureaucracies, and even in 
some private sector organizations, 
is to suppress the innate desire of 
people to do something useful. 
What we get as a result is people 
turning cranks that are not 
connected to anything. 


Another conclusion from our study 
is that adaptability and innovation 
are probably more important than 
efficiency. The trend today in the 
private sector is no longer toward 
absolute efficiency but toward 
quality, service and 
responsiveness. Efficiency is 
becoming a by-product. Yet, we 
still see in Some quarters the notion 
that if we could only be efficient, it 
would be an ideal situation. I think 
the future will confirm that if you 
focus only on efficiency, at the 
expense of quality and 
responsiveness, you will get 
neither efficiency nor quality and 
responsiveness. 


We designed a study to examine 
the connection between values and 
performance. We wanted to look at 
values at an individual level and at 
the level of an organization or a 
department. Here, there is often a 
dilemma. For example, the young 
person who joins the government 
and is enthusiastic, 
service-oriented and spontaneous 
often runs into difficulties. That 
person is told, “Don’t ever do 
anything on your own. Before you 
do anything ask permission. Don’t 
make any mistakes, because 
you’re going to hear about it.” 
What we see here is the 
suppression of spontaneity and 
enthusiasm. 


We also looked at the corporate 
level of values and found that 
central staff groups are often 
concerned with control. They 
believe sincerely that if we let the 
control] go, the people in the field 
will create havoc. They also 


believe that it is important to 
prevent embarrassment, a notion 
that is coming out of politics. No 
minister wants to be embarrassed. 


The ideal way, of course, would be 
to have the right attitude or values 
in place. Then perhaps we don’t 
need that many rules and 
preventive measures. People will 


do the right thing all by themselves. 


What we need to do, in my view, is 
to find more ways to move the 
Public Service away from an 
exclusive bureaucratic systems 
orientation in the direction of 
greater personal participation and 
commitment. In other words, let 
people be more involved at all 
levels. Instead of telling them 
exactly what to do, set a 
framework, enable them and 
empower them. Then trust them to 
work out the details locally on their 
own. 


Closing Remarks 


Yesterday morning when I spoke, I 
started with celebration. Let me 
now start with scrutiny. The 
scrutiny sessions were gentle and 
insightful; we got off very easily. 
Perhaps we need to do some more 
self-examination. 


The question arose in one session 
earlier today about the danger of 
our ideas creating a movement, 
danger in the sense of these ideas 
being entirely emotional, which 
might detract from their 
effectiveness. In response to this, I 
want to echo someone else’s 
comment that what we need to do 
is combine the mind of a manager 
and the soul of a leader. 


We have talked about the need for 
rewards and incentives, and I will 
share something with you that 
came out of an earlier study. We 
can list the incentives or the 
rewards that we have in the Public 


Service. We pay people reasonably 
decent salaries; we give them paid 
holidays and pension benefits; we 
have paid medica] and dental 
plans. Note well, however, that all 
of these incentives have one thing 
in common: to enjoy them, you 
have to be away from work! 


And then we ask, what do we do to 
people when they are at work? We 
don’t trust them very much; we 
surround them with rules and 
regulations; we check up on them 
every day; and in general we make 
life sort of miserable for them. And 
then we are surprised that people 
would rather be away from work 
than at work. I think we really do 
face a challenge in that area. 


Now, what can we do? It seems to 
me, from the sessions that I have 
attended and from the 
conversations that I have had, that 
it comes down to a sense of 
corporate purpose. We need to 
know why we are here, why we are 
doing things and, above all, what 
we are trying to do. We have the 
notion in manufacturing of 
assembly line work, of piece work. 
In the Public Service, too, we 
sometimes work in little units 
where each unit depends on the 
previous one for its input. 


Someone commented on this: “You 
know, when we have a real 
problem, we don’t try to fix it, we 
just make it go away. We toss it 
over the wall, and then the next 
unit can deal with it.” Of course, 
the last unit gets stuck with all the 
mistakes. What I want to point out 
is that the selfish protection of our 
own turf doesn’t work in the long 
run. We need to have a sense of 
collaboration and co-operation, a 
sense of unity and purpose, a sense 
of team spirit and corporate 
identity. We need to realize that we 
are not alone, certainly not as 
individuals, not even as groups 
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within a department or government 
agency. 


We have the notion in the Public 
Service of different kinds of talents 
and values in people. Somebody 
expressed it this way: We have 
doers and we have dancers. The 
doers are the people who are really 
good at producing something for 
direct use by the public. The 
dancers are the people who are 
good at preparing documents, at 
making submissions and at talking 
with people in senior positions. 
They are the ones who get called 
from high places via beepers. 


What we need to do is 
combine the mind of a 
manager and the soul of a 
leader. 


Here again, I am saying that it is 
necessary to share our talents, to 
collaborate with each other, to 
have a sense of corporate purpose. 
In other words, we need to have 
not only the doers involved, but 
also the dancers. It may sound 
Surprising, but I think that here too 
is a challenge for us — to bring all 
of us together so that we do have a 
common purpose and a common 
goal. Otherwise, we might climb 
ladders without knowing on which 
wall they are leaning. We might get 
to the top and find that each one of 
us has climbed a different wall. We 
are no longer together and have no 
way of connecting. 


We talked about the need to feel 
proud of our work. We also talked 
about the public and political 
criticism of the Public Service. 
Someone said to me last week that 
public servants are lucky to have a 
job, because they are already 
overpaid. This obviously was a 
throw-away remark, but I think it 
indicates some of the feelings that 


exist. How can we change that? 
One way might be to make sure 
that we feel so good about what we 
do for the public that it becomes 
contagious, and the public starts to 
fee] good about us. In other words, 
we project the pride that we feel in 
such a way that the public is proud 
of us. But we can only project such 
a feeling of pride if we have it. 
And how can we obtain it? I think 
it requires a sense of satisfaction at 
work, a sense of enjoyment, and a 
sense of fun. We have books about 
the joy of cooking and books about 
the joy of sex. Perhaps somebody 
should write a book about the joy 
of working in the Public Service. It 
has been said that the real aim of 
management is to create fun at 
work, to create an appetite, even a 
lust for performance. Perhaps we 
should try to do more of that. 


The question of values has come 
up during the conference, and there 
are people who are very skeptical 
about our ability to change things 
in that area. How do we change 
management thinking? How do we 
change people’s perceptions? How 
do we change values? We know 
that there are certain situations 
where people do change quite 
radically. We know about religious 
conversions. We also know that a 
change in values can come about in 
the case of traumatic experiences. 


A year ago a colleague of mine had 
a heart attack. It wasn’t fatal, but 
he was off work for about six 
months. I asked him if the heart 
attack had changed his values or 
his lifestyle. His answer was 
revealing. He said, “Yes, I get up 
every morning early so that I can 
see the sun coming up. I don’t miss 
sunrises any more. I don’t 
remember having seen the sun rise 
before I had the heart attack. Now I 
watch it come up every day, 
because I don’t know how many 
more times I will have the chance 
to see it.” 


We also know that people change 
their values over time with age or 
as they adopt the culture of the 
organizations they work for. I think 
it is possible to change values at 
work, though perhaps not 
overnight. It’s a long-term process. 
It’s not quick like repainting a 
room and then forgetting about it. 
It’s rather gradual, like adopting a 
new diet or a new lifestyle and 
sticking to it. 


Let us also remember, especially 
when we are discouraged, that 
many of our limitations are 
self-imposed. You know the story 
about the big elephants who are 
tied to a very small stake and stay 
there. The western visitor will ask 
why they don’t walk away. And 
the local people will explain that, 
when the elephant was a baby, he 
was tied to the stake and he found 
that he could not walk away from 
it. It doesn’t occur to the elephants 
that they are now big and powerful 
and strong, that they could easily 
walk away from it. They don’t do 
it because they don’t realize that 
their limitation is imaginary and 
entirely self-imposed. 


Is all this realistic? Can it really be 
done? I think we have seen enough 
examples that we can say yes. We 
have done more than just muddle 
through, and we should be proud 
of this. I also think we should be 
proud of our ability to do even 
better in the future. 


Otto Brodtrick 
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As I make my first appearance in 
these pages, I want to express my 
Own persona] thanks to my 
predecessor Ken Dye. After only a 
short time as Auditor General, I 
have come to appreciate Ken’s 
legacy to this Office. 


During the 1980s the stature of the 
Office of the Auditor General of 
Canada grew significantly in 
Canada and around the world. 
Much of this was due to the 
diligent and forward-looking 
policies of Ken Dye. 


As a result, I have inherited a 
well-organized team of 
professionals, dedicated to the idea 
that Parliament should have the 
very best information on the way 
public servants spend tax dollars. 


I am very much aware of the 
considerable achievements of the 
OAG during Ken’s leadership. I 
need only cite a few of these: 


* greater accountability by Crown 
corporations to Parliament; 


* encouraging concepts of 
better public sector 
management by removal 
of constraints and 
emphasis on good 
performance and values; 


* emphasizing the 
importance of free 
access by the auditor to 
the information required 
to do the job; and 


* development of model 
financial information 
reporting by 
governments. 


Ken has taken pains to point out 
that these achievements were the 
work of a number of men and 
women who remain unknown to 
people outside the OAG. 
However, most of these successes 
would not have been possible 
without Ken Dye’s leadership and 
inspiration. 


So, on behalf of all of your friends 
and colleagues at the Office Ken, 
au revoir et merci. 


I have a large pair of shoes to fill 
and a tough act to follow. 
However, I am honoured to be 
following in the tradition of people 
like Maxwell Henderson, Jim 
Macdonell and Ken Dye. 


I hope that I can move the OAG 
into the new century with the same 
kind of leadership they 
demonstrated. During the next 10 
years I want to bring about a 
heightened sense of accountability 
for the spending of public funds. 


At the end of my term, I’d like to 
feel, as Ken does, that my time 


here has made a difference. I want 
to be able to make a concrete 
contribution to the improvement of 
the nation’s financial health. 

While processes are important, it’s 
results that count. 


One of the major reasons I decided 
to accept my new post was the 
opportunity to work with an 
Organization where you can see 
tangible results which benefit 
Canadians. There couldn’t be a 
better way for a chartered 
accountant to serve his or her 
country. 


Another reason was my strong 
feeling of confidence in the future 
of this country. It’s a time when 
serious questions are being asked 
of where Canada is going, 
particularly in my native province. 
If I, and this Office, can contribute 
in any way to removing that 
uncertainty, I’]] be very satisfied. 


I see this Office as a vehicle for 
reinforcing our national 
institutions. Canadians, if they are 
to remain united, must have faith 
in their governments. One 
important element of that faith is 
the knowledge that their tax dollars 
are being spent wisely. 


The Office of the Auditor General 
of Canada can play a role in 
building that confidence by giving 
the Canadian people, through their 
elected representatives, an idea of 
whether that objective is being 
achieved. 


L. Denis Desautels, f.c.a. 
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Looking Back .... 


Ken Dye Reflects 


As Ken Dye’s 10-year 
appointment as Auditor General 
drew to a close, Reports and 
Communications Principal John 
Zegers and Opinions Editor Ann 
Wesch found Ken Dye ina 
reflective mood. 


Opinions: Has the job been 
what you’ve expected? 


K. Dye: It’s been more 
interesting than I ever expected 
it would be. I didn’t have a lot of 
preconceived notions of what the 
job would be. My previous 
contacts with Ottawa had been 
slim. I had no sense of the 
dynamism of the Office. I also 
didn’t understand the 
international dimensions of the 
job, which are considerable. 


There was a long learning and 
initiation period — it went on 
for probably a year. I puta great 
deal of effort into understanding 
both Ottawa and the Office. My 
family couldn’t move to Ottawa 
until school was finished, so for 
several months I worked every 
day from 7:00 in the morning 
until 11:00 at night. 


Opinions: What are the ways 
that you fee] that you have left 
your mark on the Office? 


K. Dye: I think most people 
would say these were the 
“high-tech” years, particularly 
since 1984-85. The Office’s 
degree of technological 
sophistication is the equal of any 
audit office in the world. I think 
people will remember the 
transformation of our capability 
into a high-tech operation. The 
Office is amazingly capable. 


Internally, I was pleased with 
one of our early successes — 
getting changes to the Financial 
Administration Act enabling us 
to conduct special examinations 
of Crown corporations. That was 
due to the good work done by 
Assistant Auditor Genera] Bill 
Radburn and his group. The first 
round of special examinations is 
a success. We’ve learned a lot. I 
think the second round of special 
examinations will be less 
expensive, and more targeted. 


I was surprised at how easily the 
Office was able to absorb the 
requirements made by the 
changes to the FAA. Originally, 
we projected substantial 
additional] person-years and cost 
to do these special exams. As it 
turned out, there was no 
additional] staff required and the 
cost was about 3 percent of our 
activity for several years. It 
wasn’t disruptive. 


Recently, I was pleased that I 
signed the financial statements 
of the Government of Canada, 
for the first time without 


reservation. (See cover article in 
Opinions, Vol. 8 No. 4). 


Inside the Office, I think people 
know what their job is and they 
enjoy doing it. There’s meaning 
to our activities; people are 
dedicated to the work of the 
OAG. I’m impressed with the 
sense of equality here; I don’t 
think we have either a sexist or a 
language bias. 


I thought we would have more 
women in the Assistant Auditor 
General ranks. During my time, 
we’ve employed or promoted 
many women at senior levels. 
For various reasons, we’ve lost 
them. Mainly, they’ve gone on 
to earn big promotions in the 
public service. 


But now we’re sitting with good 
“bench strength” if you will. We 
have an impressive number of 
talented women in the 30 to 35 
year age range. Of course, 
Assistant Auditors General 
aren’t taken from this age range, 
they’re 40 to 45 years old. But 
the Office has flexible policies; 
we compensate for women 


wanting to extend their 
maternity leave, or to work 
reduced or flexible hours in 
order to facilitate family time. 


Evolution of value- 
for-money work 


Opinions: What was your 
attitude towards attest auditing? 


K. Dye: I have re-emphasized 
attest auditing. When I became 
Auditor General, attest had 
slipped in prestige; everyone 
wanted to get into 
value-for-money auditing. I 
think I have restored it to a place 
of prominence in the Office. 
And, the cost of doing the attest 
audit has been significantly 
reduced. Attest is an important 
part of our mandate. 


Opinions: How has 
value-for-money work evolved? 


K.Dye: My impression of the 
first Auditor General’s report I 
saw was that it was a “systems 
think piece”. Now the Office 
was in a transitional state and 
over time you’ve seen an 
evolution to more performance 
or results-based audits. I think 
that this type of audit has far 
more meaning to Parliament 
because it focusses on programs, 
and on the questions of whether 


Lu Peijan, Auditor General of 
China, receiving a gift from 
Ken Dye. 


value for money is being 
achieved as opposed to 
looking at structural or 
systems problems. By 
that, I don’t mean that 
systems work should be 
tossed out. I think it has 
relevance in certain 
circumstances, but I think 
we should be flexible. 


Opinions: 

How has the Office’s 
relationship with the 
Public Accounts 
Committee evolved? 


K. Dye: It has certainly 
evolved over the 10 years. It was 
in transition when J arrived. Bill 
Clarke was the chairman then; 
he was one of a series of 
dynamic chairmen. Over time, 
the PAC became quite 
independent of the Office. The 
effectiveness of the Committee 
varies with the politics of the 
day and the priorities of the 
politicians. I think, on balance, 
our relationship with the PAC 
has been good and we’ve 
received strong support from 
them. The relationship has been 
very constructive. 


International work 


Opinions: Would you describe 
the international work you’ ve 
done and explain how it’s 
evolved? 


K. Dye: I recall my first 
meeting with the Board of 
Governors of the Internationa] 
Organization of Supreme Audit 
Institutions (INTOSAI). There 
was no sense of urgency and 
little agenda. And I remember 
being profoundly affected by the 
developing countries that were 
there. They were talking about 
their very basic needs and we 
were there with a richness that 
we didn’t even appreciate. So, I 
became interested at that time in 


trying to make INTOSAI work 
better. 


If you look at INTOSAI today it 
has five or six programs, a 
Journal, which was a Canadian 
idea, a Triennial Congress and so 
on. And most importantly, it’s 
doing things now. It’s got three 
task forces on auditing 
standards, accounting standards 
and internal controls. A 
personal project of which I’m 
very proud is IDI, the INTOSAI 
Development Initiative. It’s been 
immensely successful. It’s going 
to have a $1.5 million budget 
this year. In essence, what it’s 
doing is sharing information 
around the world. I think it’s for 
this project that I might be 
remembered for making a 
difference in the developing 
world. 


Auditing internationally has 
grown amazingly in terms of 
capability. I think Canada’s 
played an important role through 
INTOSAI. We’ve also 
contributed to the improvement 
of the quality of audit at NATO 
and on the United Nations panel. 


I’ve also been involved with the 
IFAC, the International 
Federation of Accountants. I was 
pleased to see the IFAC 
recognize public sector 


Bill Clarke, former M.P. and PAC Chairman, with Ken Dye 
at the Legislative Auditing in Crown Corporations 
Workshop, January 1983. 
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Ken Dye with new Auditor General Denis Desautels. 


accountants. IFAC represents 
some 900,000 professional 
accountants in the world, and 
until recently, they had no focus 
on the biggest part of the 
economy in the world, which is 
the public sector. In 1985, they 
decided to do something about 
it. | was the first chairman. It has 
really moved ahead. There are 
only five or six countries where 
the accounting profession is 
committing significant resources 
to the public sector. Canada is 
one of the leaders. IFAC’s 
challenge is to set accounting 
and auditing standards for the 
world. I’m off to Jakarta next 
week (March 1991) to chair my 
last meeting. 


Opinions: What do you think 
have been the accomplishments 
of Agenda 91? 


K. Dye: I’ve always been a 
believer that a chief executive 
officer really prepares for his 
succession. There were certain 
things I wanted the Office to do; 
it was quite a long list of perhaps 
20 points. I was really pleased 
how Agenda 91 got built into 
Our priorities planning, how it 
got into the minds of the 
administration and the auditors; 
we really wanted to be there by 
1991. In fact, I thought we 
achieved most points by late 
1989-90. While we didn’t 
achieve a few points, they were 


peripheral. My sense is all the 
really important core objectives 
have been achieved with some 
distinction. 


Major accomplishments 


Opinions: What do you 
consider your major 
accomplishments of the 10 
years? 


K. Dye: I can’t single out one 
issue; it’s a whole series of 
things. We’re singing from the 
same song sheet today; we 
weren’t 10 years ago. We had all 
kinds of talent, but it was 
unco-ordinated. I think the 
management team’s done a good 
job in focussing the Office. The 
methodology is pretty much in 
place, the professional 
development is in place, the 
right people have been hired, the 
talent is there: it’s a very 
effective office. We now 
understand our mandate and who 
our client is. 


Certainly the Canadian people 
have confidence in this Office. I 
can’t go down the street without 
somebody saying, “Well done, 
Auditor General”. I think 
Parliament is satisfied, if not 
impressed. I think even the 
bureaucracy would grudgingly 
admit that we’re a potent force 
who knows what it’s doing, and 
we try to be constructive. So, 
the relationships with our 
publics are strong, which I think 
is right. 


Opinions: You have put a lot of 
energy into the area of 
methodology development. 


K. Dye: There’s an enormous 
amount to be done in the area of 
methodology. I see it as one of 
the engines that drives this place. 
I’m a firm believer in thinking 
about process and documenting 
what we do. It’s one of the 


things that makes us different 
from other offices; we share our 
methodology. 


Opinions: What have been some 
of the limitations or 
disappointments as Auditor 
General? 


K. Dye: The major one, of 
course, was the Petrofina case, 
which ended up before the 
Supreme Court of Canada. It 
came to a frustrating end of no 
resolution. I was quite frustrated 
by it. We haven’t had any audit 
failures that I’m aware of. There 
have been very few issues that 
have nagged at me or where I 
fee] that we could have done 
better. I fee] that we’ve had 
many accomplishments and very 
few disappointments. 


Opinions: What effect has the 
position had on your family life? 


K. Dye: The job puts you ina 
fish bowl, which is not 
something my family seeks. My 
wife decided not to make herself 
available for interviews. 
Anything that is public is my 
responsibility. The family has 
met fascinating people as a 
result of my position and has 
travelled widely. 


Opinions: And now we have a 
new Auditor General ... 


K. Dye: I know that Denis 
Desautels will come to 
recognize, as I have, the wealth 
of experience and judgment that 
resides in the Office. I know that 
under his distinguished 
leadership, I leave the Office 
confident about the future of the 
OAG. 


ina GS 
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Farewell Ken!! 


As Ken Dye’s decade as Auditor 
General drew to a close, numerous 
parties and farewell events, both 
private and public, were held. 
Three of the major public farewell 
events are described here. 


Speaker’s Dinner 


On 25 March 1991, the Speaker of 
the House of Commons, the 
Honourable John Fraser, and Mrs. 
Fraser, hosted a gala black-tie 
dinner for Ken and Fran Dye. 
Ken’s immediate family, his 
brother Laurie from Vancouver, 
Fran’s sister and her husband, 
from Toronto, were in attendance 
as well as the members of the 
Executive Committee and their 
wives, senior representatives from 
the Government and the House of 
Commons. 


Government Reception 


On 26 March, the Government of 
Canada represented by Treasury 
Board President Gilles Loiselle 
and Comptroller General Andy 
Macdonald, hosted a cocktail 
reception in Ken’s honour at the 
Lester B. Pearson Building. This 
function was well attended by the 
PX community of the Office of 
the Auditor General as well as by 
other invited guests from 
government departments and 
Crown corporations. Mr. Loiselle 
presented Ken with a 10-year 
service award signed by the Prime 
Minister and a beautiful painting 
of Parliament Hill by the Canadian 
artist Shirley Mungall. 


Office Farewell 


OAG staff were given the 
opportunity to say goodbye to Ken 
Dye on Thursday 28 March 1991 at 
a farewell party at the Radisson 
Hotel. Approximately 550 Office 
staff, Members of Parliament, 
Senators and other invited guests 
attended the reception. 


A number of guest speakers, as 
well as Master of Ceremonies, 
Deputy Auditor General Ron 
Warme, paid tribute to Ken Dye’s 
achievements as Auditor General: 


* Gordon Cowperthwaite, 
Chairman of the Canadian 
Comprehensive Auditing 
Foundation; 


¢ Nick Sibbeston, MLA from 
Nahendeh, Northwest 
Territories, Chairman, Standing 
Committee on Public Accounts; 


¢ The Honourable Don Johnston, 
President of the Liberal Party of 
Canada, former President of the 
Treasury Board at the time of 
Ken Dye’s appointment, 


* Larry Meyers, Deputy Auditor 
General; and 


* Raymond Dubois, Deputy 
Auditor General. 


All the speakers focussed on the 
considerable achievements of the 
“Dye Decade”, complimenting Ken 
on his vision, dedication, and 
vigilence in pursuing the concepts 
of value for money. Don Johnston 
called the party, “A celebration of 
the 10 wonderful years you have 
given to this country...All 
Canadians are indebted to you.” 
Guests also enjoyed watching a 
video tribute to Ken on a special 


edition of a public affairs 
program. This video spoof, 
using Out-takes of footage, 
showed the Auditor General 
answering “probing” media 
questions. 


Ken Dye was presented with a 
CD ROM disk - the OAG Audit 
Database - containing 600 
megabytes of audit information 
from five countries; a brass — 
mounted copy of the Office 
mission statement, and a 
complete sound system, 
including a selection of CDs. A 
large card, signed by all staff, 
was also given. 


In an emotional] farewell speech, 
Ken thanked all the guests for 
their best wishes and gifts. He 
paid special tribute to his wife 
Fran’s unfailing support. And, 
for his finale, with Don Johnston 
on keyboard, he gave us his 
rendition of the classic song, 
“My Way”. 


All Office staff wish him well on 
his return to the west coast as 
President and Chief Executive 
Officer of the Workers’ 
Compensation Board of British 
Columbia. 


Don Johnston accompanies Ken Dye’s 
rendition of “My Way”. 
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At the Speaker’s Dinner. Ken Dye, Maxwell Yalden, 
Chief Commissioner, Canadian Human Rights 
Commission (centre), the Hon. Don Johnston (right). 


Speaker’s Dinner photos by Shott Photo. 


VA celebration of the 10 
to this country.” 


Fran and Ken Dye welcome guests at the Office 
farewell celebration. 


Gaby Dubois, and Assistant Auditor General Jean-Guy 
Laliberté beside some of Ken’s favorite cartoons. 


ef 
Fe ?. 


Ken Dye, Max Yalden, and Treasury Board 
President Gilles Loiselle (right). 


Jean-Robert Gauthier, M.P., PAC 
Chairman-Designate with Fran and Ken Dye. 


James, Lesleigh and Beth Dye welcome Frances 
Smith in the receiving line. 


} 
, 
ae) | 
From left to right: AAGs David Rattray, Shahid Minto, 
DAG Ed Rowe, Ken Dye, and AAG Mike McLaughlin. 
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The organizing committee with the AG, from left to AG’s Executive Assistant Bob Catlow, Ken Dye, 


right: Peter Armstong, Ron Warme, Ken Dye, Principal Ed Khalil. 
Shirley Baird, Linda Spencer and Maureen Mitchell. 
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Nick Sibbeston, MLA, chairman of the NWT PAC 


DAG Raymond Dubois (left) presents Ken Dye with 
a copy of the mission statement, observed by Fran presents Ken Dye with a plaque, observed by Ron 
Dye and DAG Ron Warme. Warme. 
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From left to right: Larry Meyers, Denis and Shirley Ken Dye and Ron Warme. 
Desautels, Ken Dye, Mireille Meyers, Fran Dye. 
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The Dye Decade 


by Desmond Kimmitt 


Desmond Kimmitt was an audit 
Principal in the Reports and 
Communications Group during 
the Dye decade. He had 
responsibility for annual report 
production. For many years he 
worked closely with the Auditor 
General on Chapter 1, Ken Dye’s 
personal chapter. 


It is too soon to evaluate the full 
impact of Kenneth Dye on the 
Office of the Auditor General of 
Canada. 


The visions of predecessors 


The reason for this is clear when 
one contrasts his years as Auditor 
General with those of his two 
immediate predecessors. For 
Maxwell Henderson, his goal 
was to elevate the profile of the 
Office by focussing on nugatory 
payments. This approach to audit 
increased newspaper headlines 
and Parliament’s interest. The 
tactic of the “horror-story” 
undoubtedly changed the Office 
from just another Ottawa entity 
into an institution where annual 
reports were eagerly seized on by 
journalists, opposition MPs, and 
the Canadian taxpayer. 


James Macdonell’s vision was of 
a different kind. With his 
background in management 
consulting, he clearly understood 
that neither a traditional 
accounting approach nor the 
nugatory payment technique of 
identifying specific acts of waste 
and extravagance could achieve 
what he perceived to be the 
Auditor General’s primary role, 
which was to develop an 
accountability regime whereby 
due regard was given to 


achieving value for money 
whenever a tax dollar was spent 
by government. A broader scope 
of audit examination was 
required. And Jim Macdonell’s 
great achievement was the 
passage into law of the 1978 
Auditor General Act, with its 
value-for-money mandate. 


An era of consolidation 


When, in 1981, Ken Dye became 
Auditor General, he inevitably 
inherited the legacies of his two 
predecessors: a high profile 
office, and one committed to 
comprehensive auditing. It was 
clearly a time for consolidation; 
to employ the undoubted impact 
of his position to make 
value-for-money auditing work 
in practice throughout all the 
echelons of government. 


In his 10 years as Auditor 
General, Ken Dye has made 
great advances in achieving that. 
The Office of the Auditor 
General continues to be known 
throughout Canada for its 
independence and candidness. 
Ken Dye himself has become a 
familiar figure to all Canadians. 


Comprehensive auditing has 
evolved within and outside the 
Office of the Auditor General of 
Canada, and is now widely 
accepted as a means of probing 
in depth the affairs of entities in 
both the public and private 
sectors. 


Many new directions 


But Ken Dye has achieved far 
more than this. The Dye years 
have been marked by a whole 
spectrum of approaches. The 
measure of the effectiveness of 
his 10 years as Auditor General 
will lie in the long-term impact 
of his endeavours. Time alone 
will provide the test. 


However, it is not too soon to 
enumerate some of the most 
significant of his undoubted 
accomplishments. 


Monitoring Crown 
corporations 


Early in his mandate, the Office 
played a major role in the 
achievement of a 
value-for-money audit 
requirement for Canada’s 


Crown-owned corporations. That 
framework is now firmly in place 
and, 10 years later, the special 
examination procedures are 
working well. What is still in 
question is whether the 
framework has in fact resulted in 
Crown corporations becoming 
more efficient and effective; or 
whether Parliament has any 
greater understanding of how tax 


expenditures do not involve a 
traditional financial transaction. 


It says a great dea] about Ken 
Dye that he was the one who 
immediately recognized that, 
while tax expenditures in real 
terms were consuming tens of 
billions of dollars, the control 
and accountability procedures in 
place to monitor the flow of these 


guidance of the audit activity 
that produced the three 
immensely important chapters in 
his annual reports: “Constraints 
to Productive Management” 
(1983); “Attributes of 
Well-Performing Organizations” 
(1988); and “Values, Service and 
Performance” (1990). 


Society needs people of vision 
whose vision is practical. Ken 
Dye is such an individual. 


tax forfeited dollars were 


dollars are expended within these ; . 
singularly lacking. 


government-owned entities. 


However, the controls and 
safeguards that the new 
legislation brought about are 
undoubtedly important. 


The timing is right 


In lending his support and 
expertise to that legislation in the 
early 1980s, Ken Dye — not for 
the only time in his years as 
Auditor General — was assisted 
by events. While he was 
lobbying for improved 
accountability, public attention 
was being focussed on the 
flounderings of a number of 
Crown corporations, notably 
Canadair which had reported a 
loss of $1.4 billion in 1982. 


Auditing tax expenditures 


A parallel state of affairs took 
place a couple of years later in 
the case of the infamous 
Scientific Research Tax Credit 
(SRTC) Program, which 
eventually resulted in 
uncollectible taxes owing to the 
Crown in excess of a billion 
dollars. 


The now nearly-forgotten fact is 
that when the concept of auditing 
tax expenditures was first raised 
in the Office of the Auditor 
General, a substantial number of 
voices were heard in opposition 
to the idea. Accountants tend to 
be conservative; and, in 
accountancy terms, tax 


The study of tax expenditures 
was well under way when the 
enormity of the SRTC losses 
became apparent to Parliament 
and the Canadian public. Once 
again, the resources of the O0AG 
had been directed to probing a 
trouble spot at the right time. 


A man of practical vision 


But, in terms of evaluating Ken 
Dye’s tenure as Auditor General, 
his pursuit of the issues of 
Crown corporation 
accountability and tax 
expenditures demonstrates much 
more than that he possesses a 
good sense of timing. Both 
initiatives involved a significant 
expansion of the concept of the 
broad scope audit. 


The most important thing about 
people who can dream dreams is 
that the dreams be attainable. 
Society needs people of vision 
whose vision 
is practical. 
Ken Dye is 
such an 
individual. 


Nowhere was 
this better 
demonstrated 
in his 10 years 
as Auditor 
General than 
in his 
unwavering 
support and 


Once again, there are many 
inside and outside the OAG who 
assert that such studies go far 
beyond normal] audit 
methodology. 


But Ken Dye is something of a 
risk-taker; and his personal 
understanding that a true audit 
must probe causes as wel] as 
consequences once again 
prevailed. 


The legal challenge 


Kenneth Dye’s ability to accept 
risks and also his tenacity will be 
best remembered in connection 
with his long legal challenge to 
the government to provide the 
information needed to complete 
the audit of the expenditures 
related to the acquisition of 
Petrofina Canada. Although 
some predicted that his legal 


A group of the Dye Decade’s senior executives, March 
1991. Photo by Ottawa Micrographics. 


challenge would fail on the 
grounds that as a servant of 
Parliament his ultimate recourse 
was to Parliament itself, the 
government of the day felt that 
the legal interpretation should be 
pursued. In retrospect, the 
surprising thing is that the case 
went all the way to the Supreme 
Court before he received that 
rebuff. 


The long-term consequences are 
more difficult to judge. On the 
one hand, the government’s 
secrecy received strong 
condemnation in the media; and 
future governments will likely try 
to make certain the audit office 
receives full information on all 
future transactions. However, 
another result may be for the 
government — or Parliament — 
to attempt to rein in the Office of 
the Auditor General from any 
further expansion of its mandate 
and operations. 


The numbers matter 


Ken Dye’s diversity of approach 
means that his attention was far 
from only focussed on the 
sometimes broad and esoteric 
regions of comprehensive 
auditing. 


He is very much an accountants’ 
accountant. The numbers matter 
to him. From the very first he 
demanded that the government 
present its accounts in a more 
appropriate manner, which 
would allow him to respond with 
a Clean audit opinion. 


It took all of his 10 years, 
encompassing along the way the 
major and massive Federal 
Government Reporting Study 
undertaken in conjunction with 
the Comptroller General of the 
United States; and, in his final 
annual report, Kenneth Dye was 
able to record that “for the first 
time since the enactment of the 


Auditor General Act, the 
financial statements present 
fairly, in accordance with the 
government’s accounting 
policies, the government’s 
financial position ... My audit 
opinion on the government’s 
statements is now without 
reservation.” 


Many victories 


It was far from his only victory; 
and his wins were in diverse 
areas. 


His pioneer successful 
“non-smoking” policy was 
eventually adopted throughout 
the public sector and much of the 
private sector. His insistence on 
universal computer literacy and 
his innovative uses of the new 
technology in audit applications 
led the way for Canada’s 
accounting profession. And his 
emphasis on the effective 
communication of audit findings 
in concise, readable reports has 
set a standard for government as 
a whole. 


The internationalist 


The diverse nature of his audit 
concerns was not confined to 
Canada. Reference has already 


been made to joint activity with 
the United States. However, 
history may well record that Ken 
Dye’s brightest light shone on 
global concerns. 


Jim Macdonell had ensured that 
Canada’s audit office was an 
international pioneer in 
comprehensive auditing. Ken 
Dye consolidated and vastly 
expanded that role, travelling 
throughout the world — 
especially the developing world 
— in pursuit of improved 
government auditing. 


His abiding global contribution 
was the creation in 1986 under 
the auspices of the International 
Organization of Supreme Audit 
Institutions INTOSAI) of the 
INTOSAI Development Initiative 


(ID). 


The overal] mission of IDI to 
foster the advancement of 
governmental] accounting and 
auditing in developing nations is 
being most successfully fulfilled. 


What should never be forgotten 
is that it was Ken Dye’s original 
vision, his energy, his 
money-raising ability, and his 
political acumen at the 
international level, that saw IDI 
established. It will be his own 


Ken Dye chaired the Commonwealth Conference in Ottawa, 1987. 
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permanent legacy to the 
accounting and auditing world. 


Evaluating the Dye era 


How will time rate Kenneth Dye 
as Canada’s Auditor General 
from. 1981 to 1991? 


The answer to that question may 
well depend on subsequent 
events; and on the evolution of 
auditing, especially in the public 
sector. 


Ten years ago, at the dawn of the 
application of comprehensive 
auditing techniques, there was 
among some the expectation that 
a broader scope of audit would 
Start something of a 
chain-reaction within the 
accounting and auditing 
profession; that, at the 
educational level] throughout the 
profession, the requirement 
would produce new audit 
professionals with strong 
inter-disciplinary skills. That 
really hasn’t happened yet. 


If anything, the recent tendency 
has been to try and compress the 
broader scope of audit back into 
a traditional accounting mould. 


Some observers have sensed a 
paralle] tension within Ken Dye 
himself. He is the visionary, 
innovative auditor encouraging 
initiatives like the recent 
“Values” Study. But he is also a 
committed “number-cruncher”. 
In contrast with its European 
counterparts, Canada’s audit 
office retains an overwhelming 
accountancy culture. Instead of 
using his Office’s educational 
resources and value-for-money 
auditing experience to provide, 
Say, post-graduate training in 
comprehensive auditing, Ken 
Dye has chosen to have the same 
kind of traditional financial 
student program that is available 
in private sector accounting firms. 


And all this continues to take 
place at a time when 
contemporary computerization 
allows entities to have instant 
access to sophisticated financial 
information, and the traditional 
roles of accountancy and audit 
are being questioned both in the 
governmental and private sectors. 


Time will decide 


Individuals are judged by 
subsequent events. If the Office 
of the Auditor General is 
squeezed back — or chooses to 
squeeze itself — into a narrowed 
methodology in relation to its 
financial, compliance, and 
value-for-money mandates, then 
Ken Dye will likely be best 
remembered for the 
technological innovations he 
brought to the Office’s auditing, 
and for his success in achieving 
vastly improved financial 
statements from the government. 


If, on the other hand, the Office 
of the Auditor General of Canada 
reverses something of a more 
recent trend to what can be 
perceived as a narrowed audit 
mode, and builds instead upon 
the imaginative initiatives that 
tackled tax expenditures and the 
profoundly important issues 
reflected in the “Constraints”, 
“Attributes”, and “Values” 
chapters, and — most recently — 
the widely acclaimed audits of 
human resource management, 
then Ken Dye will be recalled as 
the Auditor General who vastly 
enlarged and deepened the 
concept of comprehensive 
auditing. 


Remembering the man 


In commenting on one of his 

annual reports, a Globe and Mail 
editorial commented on how Ken 
Dye’s personal sense of decency 


and fairness was reflected in the 
pages of his reports. 


The thrust of the Auditor General 
Act is to report exceptions to 
sound management practice. It 
calls on the holder of the Office 
to find fault. And, no less than 
any of his predecessors, Ken Dye 
has served Parliament and 
Canada’s taxpayers by 
highlighting instances of waste 
and mismanagement and, more 
important, their causes. 


The Office ... was occupied 


by a very decent and 
worthwhile person. 


But, in addition, he was not 
afraid to say that some areas of 
the machinery of government 
were working well. He gave 
credit for improvements. He 
offered special praise to 
individual and departmental 
initiatives. He never castigated a 
deputy minister or any public 
servant for what seemed like a 
wasteful decision, when he 
sensed that the pressure to make 
the decision was political —a 
ministerial directive. 


When all the dust has settled and 
the controversies forgotten, the 
verdict will surely be that from 
1981 to 1991 the Office of the 
Auditor General of Canada was 
occupied by a very decent and 
worthwhile person. 


And that will be the most 
important verdict of all. 
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Ken’s Favorite Cartoons 


“As someone who has tried to ensure that 
the results of our audits are clearly and 
effectively communicated, I have been 
impressed with the way cartoonists have 
understood and portrayed our work,” writes 
Ken Dye. All these cartoons appeared in 
newspapers, over the 10-year period, 
1981-91. 
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Ken Dye finds a use for the new prison. (1986) 


WELL. HERS, T See 
YOU'VE GOT A NGHT GRIP 
ON THE PURSE STRINGS 
WHERE |S THE PURSE 7 


Herb Gray was President of the Treasury 
Board, the Minister responsible for 
accountability issues. The Auditor 
General’s report drew Parliament’s 
attention to the lack of accountability of 
Crown corporations and the danger this 
posed to the public purse. (1982) 


YOU CAN RELAX Now! SIR, 
\ I THINK WE'VE LosT HIM... 
—F/ 
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D544 sure YoulL 
SIND ITS ALL HERE 
_ SOMEWHERE... 


In 1986, the Auditor General was 
unable to express an opinion on 
the financial statements of the 
Canadian Broadcasting 
Corporation because the CBC’s 
financial records had been fouled 
up with the introduction of anew 
computer system. 


Od... BY THE WAY, BRIAN... 
ABOUT THOSE SECRET DOCUMENTS... 


The Globe’s Franklin pays tribute 
to Ken Dye’s tenacity. (1984) 


Ken Dye’s first 
annual Report 
disappointed the 
Toronto Star, which 
showed him as a 
big-game hunter 
bagging a mouse. 
(1981) 


| 


OF PARLIAMENT Hite... : sas 


The late October FIRE FORCES EVAC ATION | 


timing of the release 
of the Auditor 
General’s report 
produced a number 
of cartoons ona 
Halloween theme. 
(1989) 


Ken Dye has some 
good news for 
Finance Minister 
Michael Wilson. 
(1989) 


PHD BY TRE WAY, MIKE WHEN Yet HAVE A MOMENT I'D LIKE TO HAUE A LOOK AT Yeux TRA QronpTy 
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Plugging into Parliament: 


An Auditor’s Guide to Parliamentary Publications 


by Holly Shipton 
Parliamentary Liaison Officer 


How can you keep up with what 
is going on in Parliament? How 
can you be sure you haven’t 
missed something important? 


It’s the job of the Parliamentary 
Liaison Group (PLG) to monitor 
Parliament’s activities and 
inform audit Principals about 
developments in their areas of 
interest. In calendar year 1990, 
PLG processed about 4,000 such 
references. These might include 
the introduction or passage of a 
bill, a pertinent exchange in 
Question Period, a parliamentary 
committee meeting or a 
scheduled debate. 


The daily business of Parliament 
involves the preparation and 
distribution of a number of 
publications in both official 
languages. PLG receives copies 
of documents such as Hansard 
the next business day. We review 
these working documents on a 
priority basis and get the 
information to audit Principals in 
a variety of ways. These will be 
described below, along with the 
publications most relevant to 
your work. With a better 
understanding of the sources, 
you may be better able to 
interpret how they might be used 
for your audit. 


Bills 


Bills are draft legislation 
introduced in Parliament. You 
can tell where bills originate by 
the numbering system. Bills 
originating in the House of 
Commons begin with a “C” 
while those originating in the 


Senate begin with an “S”. The 
numbering of bills begins anew 
at the opening of each session, 
with certain blocks of numbers 
reserved for each type of bill 
(Government public bills, 
Private Members’ public bills 
and private bills). 


The format of bills is consistent. 


The title page indicates the 
session, the Parliament, the bill 
number, and the long title of the 
bill. Bills at the first reading 
stage also show the date of first 
reading and the name of the 
sponsor (the title of the 
responsible Minister is given in 
the case of Government bills). 
The bilingual text of bills is 


YEFICINSARD 


INDEX DES 
Bebats de la Chambre des communes 


wo SESSION 


Face 6) eee renee 


Du 3 avril 1989 au 8 novembre 1990 


Minutes of 
the Proceedings of 
the Senate 


always printed on the left-hand 
pages, with English in the left 
column and French on the right. 
If any expenditures of public 
funds will be required by the bill, 
the recommendation of the 
Governor General is obtained. At 
the first reading stage, this 
recommendation appears on the 
adjacent right hand page, 
followed by any explanatory 
notes. When the bill has passed, 
the date of passage is noted on 
the cover, and the adjacent right 
hand pages are blank. 


PLG informs relevant audit 
Principals of the introduction of 
bills. On request, PLG closely 
monitors the progress of the bills 


Proces-serbaun 
du Senat 
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through both houses of 
Parliament. You should keep in 
mind that some bills can speed 
through the subsequent stages — 
second reading, referral to 
committee, report stage, and 
third reading — in as little asa 
day, while others take many 
days, weeks or months. A bill 
can be changed significantly 
during the process. Three stages 
are of particular interest: the 
second reading debate (approval 
in principal); referral to 
committee, (because audit team 
members can attend the sessions 
and hear the deliberations); and 
the committee report stage, when 
an important debate takes place. 


Status of Bills and Motions 


The Status of Bills and Motions 
is published at the end of each 
month when the House is in 
session by the Journals Branch 
of the House of Commons. It is 
intended as a guide to each stage 
of consideration of all bills and 
motions before the House of 
Commons. It is a handy tool if 
you are researching a particular 
bill. The dates of all the 
Significant stages of 
consideration of a bill are 
provided, facilitating further 
research (into Hansard, perhaps, 
or committee issues). A copy is 
kept in PLG for reference. 


Debates (Hansard) 


Debates of the House of 
Commons: Official Report 
known as Hansard, is probably 
the best known publication. It is 
a verbatim report of the House 
deliberations, published after 
each sitting day. Since 3 April 
1989, the beginning of this 
session of Parliament, it has been 
produced from tape recordings 
rather than shorthand 
transcriptions. Hansard and its 


indexes are printed separately, 
with identical pagination, in 
English and French and there is a 
daily table of contents printed at 
the end of every issue. 


Each Wednesday’s Hansard 
contains an appendix with two 
alphabetical lists of Members 
with their constituencies, 
addresses and political 
affiliations (the first list is 
organized by name of Member 
and the second is organized by 
province), lists of the Ministry 
according to precedence and 
Parliamentary Secretaries, and an 
alphabetical list of committees of 
the House. The latter list 
includes standing and standing 
joint committees, special 
committees, special] joint 
committees and legislative 
committees and gives the names 
of the chairmen, vice-chairmen 
and members as well as the total 
number of members for each 
committee. 


Debates of the Senate: Official 
Report also known as Hansard, is 
similar to its House of Commons 
counterpart in that it, too, is 
published daily in separate 
English and French versions. 
Each issue includes notices of 
Senate committee meetings. 


PLG reviews both the House of 
Commons and Senate Hansard 
as soon as they become 
available, usually the morning of 
the next business day, and sends 
photocopies of relevant excerpts 
to responsible audit Principals. 
We copy most Question Period 
exchanges in their entirety — 
they are a useful indicator of the 
“hot” issues of the day and can 
provide the occasional tidbit of 
useful hard information. We 
avoid copying especially long 
debates, although we will send 
the first part so that the Principal 
will be aware that the debate 


took place. If so desired, a 
Principal can get the rest of the 
segment from the Library. 
Debates can be a valuable source 
of considered argument of the 
pros and cons of policy. 
Following them is.a useful way 
of developing an understanding 
of your entity, although you 
must take into consideration the 
partisan nature of House 
dealings. 


Other items of note reported in 
Hansard include the tabling of 
documents (such as our Annual 
Report) and written responses to 
questions on the Order Paper. 


Index to House of 
Commons Debates 


An Index to the House of 
Commons Debates is produced 
at the end of every Session of 
Parliament. Unrevised editions 
are printed in the interim. At the 
time of writing, the most recent 
unrevised issue covered the 
period 3 April 1989 to 8 
November 1990. This edition is 
almost 700 pages long in 
English; the French is nearly 800 
pages. It is a subject-based index 
and is extensively 
cross-referenced. It provides 
general subject analysis as well 
as subject breakdown under the 
names of Members of Parliament 
indicating those matters 
discussed by them. In addition, 
under each bill there is a listing 
of all Members that took part in 
the debate. The numbers 
immediately following the index 
entries refer to the appropriate 
pages in the Debates. 


The Index also provides lists of 
certain items such as Bills, 
Divisions, Supply motions, etc. 
PLG keeps copies of the interim 
indexes. 
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Votes and Proceedings 


The Votes and Proceedings is the 
official record of the proceedings 
formally transacted in the House 
of Commons, recording what is 
done rather than what is said. 
The information is arranged 
chronologically and follows the 
daily schedule of business. Its 
format is bilingual. 


The principal items recorded are 
the results of votes (division 
lists), the progress of bills (up to 
and including the Royal Assent), 
the tabling of documents, 
Government orders or other 
business debated as well as 
messages from the Senate, 
changes in committee 
membership, returns and reports 
deposited with the Clerk of the 
House, petitions presented or 
filed by members, and the time 
of adjournment. 


Minutes of the Proceedings of 
the Senate is the Upper Chamber 
version of Votes and 
Proceedings. It includes an 
attendance list, messages from 
the House of Commons (which 
may notify the Senate of changes 
in special joint committee 
memberships or request the 
concurrence of the Senate in a 
bill passed by the House), 
presentation of petitions and 
tabling of documents, the 
disposition of Orders, Speaker’s 
rulings, division lists, changes in 
membership of Senate 
committees as well as the text of 
committee reports. In addition, it 
includes the Order of Business 
and Orders of the Day, Inquiries, 
Motions, Questions, and a list of 
meetings of committees. 


These documents are also 
reviewed by PLG and items of 
interest are brought to the 
attention of audit Principals. 
They are useful as a quick 
reference to see if and when 


something has occurred (such as 
the tabling of a document), but 
they do not provide any context 
or background to an event. 


Order Paper and Notice 


Paper 


This is a combination of two 
documents, the Order Paper and 
the Notice Paper. The Order 
Paper is the official agenda for 
the House of Commons and is 
published for each day’s sitting. 
It lists all of the items of 
business that may be brought 
forward during that sitting. The 
Notice Paper contains notice of 
all items Members wish to 
introduce in the House. When 
the required notice period has 
expired (either twenty-four or 
forty-eight hours, depending on 
the requirements of the Standing 
Orders), items are transferred to 
the appropriate sections in the 
Order Paper. 


The Order Paper varies in 
thickness because some types of 
business cannot be called every 
day. For example, Wednesday’s 
Order Paper contains Notices of 
Motions for the Production of 
Papers and a complete list of all 
Private Members’ Business. You 
should bear in mind that the 
government is in control of the 
agenda except on opposition 
days, and that many items 
(especially those proposed by the 
Opposition) may never see the 
light of day. 


Projected Order of Business 


The Projected Order of Business 
is a guide to the business which 
may be considered by the House 
on a particular day and is subject 
to change without notice. It is a 
simplified version of the Order 
Paper and Notice Paper and is 


published daily. If you see that 
an item of interest will take 
place, you can arrange to watch 
the proceedings on the 
Parliamentary channel or request 
that the Audio Visual group tape 
it. 


Monthly Supplement to the 
Order Paper - Questions 


Questions appear on the Notice 
Paper only one time when notice 
is given. They are then 
transferred to the appropriate 
section of the Order Paper until 
the end of the month in which 
they are submitted. At the 
beginning of each succeeding 
month, all outstanding questions 
are printed in the Monthly 
Supplement to the Order Paper - 
Questions. Questions not 
appearing in the Supplement 
have been answered, withdrawn 
or made orders for return (that is, 
the House orders the government 
to table a return which will serve 
as a response to the question). 


Answers to written questions 
from the Order Paper and Notice 
Paper are found in Hansard. 
These answers often contain 
hard information, and PLG 
routinely sends copies of 
answers to the relevant principal. 


House of Commons 
Meetings of Committees 


The House of Commons 
Meetings of Committees list is 
distributed every weekday 
morning at 8:30 a.m. It includes 
notices of committee meetings 
and states the business under 
consideration, witnesses (if 
known) and their affiliations, the 
location and time of the meeting, 
and whether the meeting is 
public or in camera. Most 
parliamentary committee 
meetings are held in public. 


Upon receipt of this document, 
PLG sends an E-mail message 
with all the pertinent information 
to responsible audit Principals. 
PLG treats this as a top priority. 
You may have noticed a regular 
item called “Parliamentary 
Calendar” from the Ottawa 
Citizen in the OAG Clippings. 
Actually, this is only a partial 
listing of committee business 
and does not reflect last minute 
changes. If the subject matter is 
of interest, the Principal may 
wish to send a team member to 
attend the session and/or review 
the Committee Issues when they 
become available about a week 
later. 


Minutes of Proceedings and 
Evidence of Committees 


Each committee publishes its 
own Minutes of Proceedings and 
Evidence, also known as 
Committee Issues. The format is 
fairly standard, with generic 
information about the committee 
and the matter being considered 
appearing on the preliminary 
pages. On the second page is a 
list of the current membership of 
the committee, which may differ 
from the Wednesday Hansard 
list. The Minutes of Proceedings 
section includes a list of other 
MPs who took part in the 
meeting. The list of witnesses is 
printed on the back cover. Of 
particular interest is the 
Evidence section, which is the 
verbatim proceedings of a 
committee meeting. The text is 
bilingual (unlike Hansard), with 
the original text whether in 
English or French appearing in 
the left column and the 
translation appearing to the right. 


Documents such as briefs 
submitted by witnesses or letters 
provided to the committee are 
sometimes printed as appendices 


in Committee Issues. Such 
documents may be of interest to 
OAG staff. The last Issue on a 
particular topic usually contains 
the Committee’s report to the 
House, although some reports 
are printed separately with a 
different format and a distinctive 
cover. 


The Library receives copies of 
all Committee Issues, and PLG 


receives those where someone 
from the Office has appeared as 
a witness. 


As you can see, Parliamentary 
publications offer something for 
every audit. For more 


information, please contact PLG. 


We’re here to help. 


Ken Dye tabled 10 annual reports to the House of Commons while he 
was Auditor General. Photo, courtesy of the Ottawa Citizen by 
John Major. 
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Dye’s Goodbye 


by Margaret Nearing 


This article was originally 
published in the January 1991 
issue of CAmagazine published 
by the Canadian Institute of 
Chartered Accountants. It is 
reprinted with permission. 


Auditor General Kenneth Dye, in 
his tenth and last report to the 
House of Commons, makes the 
most of the opportunity to offer 
some interesting reflections on 
the progress and problems he’s 
encountered in his decade of 
monitoring the public purse and 
pursuing his mission of 
strengthening accountability. 
Most notably, he has managed to 
issue a clean audit opinion on the 
government’s financial 
statements. “I am able to report, 
to my great satisfaction, that for 
the first time my audit opinion 
on the statements is unqualified - 
it contains no auditor’s 
reservations.” 


In past reports, Dye has had to 
express significant reservations. 
In 1989, for example, 
inappropriate accounting policies 
led to some serious failures in 
his view: to allow for the risk of 
loss on debts owed by financially 
troubled countries; to include 
Crown corporations in the 
reporting entity; and to record 
the full liability for the indexing 
of employee pensions. Actions 
have now been taken to satisfy 
those concerns. 


In “Matters of Special 
Importance and Interest” (the 
opening chapter), Dye, who is 
well known for highlighting the 
positive as well as pinpointing 
the negative results of his audits, 
looks back over the changes in 
federal government 


management. Always a believer 
in the cup being half full, not 
half empty, he stresses to the last 
that improvement and change are 
possible - “even in times of 
fiscal restraint and even within 
certain political constraints.” 


True to form, he first notes the 
significant improvements in 
government operations during 
his term, including an improved 
accountability regime in Crown 
corporations that gives him 
“considerable comfort.” But he 
also reminds taxpayers that all is 
not perfect. Information on how 
well Crown corporations are 
meeting their objectives is still 
largely inadequate. “It is as 
though the improved 
accountability legislation has 
dispersed the fog but Members 
of Parliament still do not know 
whether the ships are on their 
chartered courses.” 


Throughout his term, the Auditor 
General has been concerned that 
the financial information the 
government provides Parliament 
is relevant, credible and 
understandable. Happily, he can 
report that the information in 
budget and public accounts 
documents has improved 
considerably during his tenure 
and that the annual fiscal plan, 
supplemented by concise 
quarterly reports on financial and 
economic performance (the 
Fiscal Monitor and the 
Economy in Brief), has been 
streamlined and is now easier to 
read. 


The government, moreover, has 
greatly improved its main 
financial reports over the past 10 
years, thanks, says Dye, to the 
support and encouragement of 


the CICA Public Sector 
Accounting and Auditing 
Committee’s (PSAAC) five 
major statements on financial 
reporting by governments. Still, 
challenges remain. Dye 
recommends the government 
improve information for 
Parliament by preparing the 
summary financial statements in 
accordance with PSAAC 
recommendations; strengthening 
reporting on performance; and 
publishing a concise, readable 
and useful annual financial 


report. 


The AG’s report also addresses 
this year’s hottest topic: the 
protection of the environment. 
“One can look at the 
environment as a friend, a friend 
of paramount importance to us 
all. It is shrinking while the 
number of people who must 
share it is growing...Parliament 
should expect government to 
devise acceptable means of 
being held accountable for the 
conduct of environmental 
responsibilities.” In this case, 
says Dye, the “government’s 
accountability for its overall set 
of programs is more important 
than focussing on the individual 
performance of departments as 
separate units.” Environmental 
issues are especially complex 
due to the more than 50 pieces of 
legislation concerning 
environmental matters that 24 
federal government departments 
Or agencies share in 
administering. Under these 
circumstances, he asks, “Who is 
minding the store?” 


Dye underscores the expectation 
that the federal government not 
only have a plan to deal with 
environmental issues, but also be 


able to assert to the House of 
Commons what federal 
responsibilities are on that score; 
what the government sees as 
others’ responsibilities: who is 
accountable to whom, and for 
what; how accomplishments will 
be assessed and reported; and, 
finally, the nature and timing of 
this accountability. 


Over the years, few things have 
disturbed the Auditor General 
more than jurisdictional conflicts 
between departments, and this 
year he cites several examples. 
In the audit of the RCMP, for 
example, Dye found 
disagreements between its 
officers and Customs Canada 
over their shared responsibility 
for enforcing drug laws. This 
lack of cooperation, he warns, 
could impair their ability to 
disrupt large-scale drug 
trafficking. Further, in the audit 
of the management of the 
complex immigration program, 
certain required structures and 
practices were found to be either 
inadequate or non-existent. One 
coordinating committee (and 
only a few exist), had met only 
once, in 1986, the year it was set 


up. 


An area of ongoing concern to 
Dye ever since he first 
mentioned it in his 1981 Report 
has been the lack of a sense of 
urgency demonstrated by public 
service managers in addressing 
identified deficiencies. There 
are exceptions, and this year’s 
follow-up of previous audits 
reports some improvements. 
Nonetheless, many situations 
remain in need of urgent 
attention. 


Of particular concern is the 
security of government 
information. “Information 
assets, including everything from 
tax returns to data on the 
location of toxic waste storage 


sites, are the life-blood of the 
government.” Even though the 
AG’s 1977 and 1983 Reports 
noted the lack of due regard for 
this important asset, little has 
been done about it. Dye says he 
is alarmed that most government 
programs could not be delivered 
in the event of a computer 
disaster. “This vital asset,” he 
laments, “is not adequately 
supported by political interest, 
management attention, lines of 
accountability, or leadership 
from the central agencies. In an 
information age, that’s like 
running a railroad without 
signals or a busy airport without 
air traffic controls.” 


Another worry of his is the 
Student loans program. One in 
six Students defaults on his or 
her Joan. As of 31 March 1990, 
accounts receivable resulting 
from such loans (including $140 
million in interest) stood at more 
than $700 million. The 
problems are well documented, 
and the report notes the United 
States has a successful recovery 
program. So Dye reiterates the 
question, “Why have these 
problems not been resolved?” 


The report also identifies 
systems and practices for 
safeguarding assets and for 
providing an effective check on 
revenue collection as another 
area of longstanding concern. 
The Auditor General says he is 
particularly disturbed by some of 
the findings in the area of nontax 
revenues and receivables. An 
audit note in chapter 3 reports a 
need to improve control over 
monies advanced to employees 
of the Department of External 
Affairs. (Travel and other 
advances totalled $25 million at 
31 March 1990.) 


Other areas with room for 
improved financial management 
and control include: recovery of 


a higher proportion of the costs 
of issuing immigration visas; 
Consumer and Corporate 
Affairs’ documentation of its 
costs and how it arrives at the 
rates it charges users; and 
airports’ ability to collect an 
additional $4.5 million in 
parking revenues through simple 
control improvements. 


Although Dye manages, as is his 
wont, to temper his criticism 
with examples of areas where 
improvements have been made, 
in many cases he has to conclude 
“There just isn’t a commitment 
to solve the problem”. 


Often that commitment, or lack 
thereof, depends on deeply 
embedded employee values. 
Dye evaluates these less tangible 
management concerns in this 
year’s study on values, service 
and performance in the public 
service. “Our work shows that 
improving an organization’s 
performance is a function not 
only of systems and structures 
but also of people and values. 
Values influence which tasks 
people will do with care, which 
they will do superficially and 
which they will try to avoid.” 
He concludes: “Effective 
management and better 
performance in the future will 
depend on an appropriate 
balance between personal values 
and bureaucratic processes and 
structures.” 


Efficiency has also proved a 
variable of values. Since 1978 
the Auditor General’s report has 
addressed efficiency in 
value-for-money audits of 
government departments. Most 
departments, however, are still 
not using cost and performance 
data to assess and improve on 
their efficiency. “Our review 
suggests that opportunities to 
significantly improve employee 
performance will continue to be 
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missed unless the public service 
can instill management values 
and attitudes designed to 
encourage employees to work to 
their potential.” 


The role of the Auditor General 
and the concept of 
comprehensive auditing has 
evolved considerably since the 
1977 revision of the Auditor 
General Act, which broadened 
the office’s mandate. Dye was 
the first to take full advantage of 
the position’s new scope. One 
important development he cites 
is the “shift in our emphasis 
from a systems-based approach 
to one that took into account the 
way programs were being 
delivered and, where anticipated 
results were not being achieved, 
the reasons why. This approach 
required my auditors to better 
understand how programs 
operated and how the interaction 
of people, resources and 
technology affected program 
results.” 


Dye also notes that, during his 
term, comprehensive auditing 
has gained wide support; the 
CICA’s recently developed 
standards for value-for-money 
auditing indicate a broad 
acceptance of the concept and its 
application. 


Last year’s report proposed 
value-for-money audits of the 
administration of the House of 
Commons, the Senate and the 
parliamentary Library. Dye says 
he is pleased to report this year 
that all three proposals were 
accepted and that much of the 
Senate audit is complete. 


He also deals with matters that 
haven’t been resolved as 
satisfactorily. One is the request 
for the implementation of 
completion-date reporting. 
Often it would be more efficient 
and productive to report on 


| 


comprehensive audits as they are 
completed rather than waiting 
for a once-a-year report. 


Still unresolved is Dye’s request 
for access to information on 
Ministers’ trave] expenditures. 
“In my view, Members of the 
House of Commons, and 
particularly members of the 
Public Accounts Committee, 
should be concerned that their 
auditor has been blocked from 
obtaining legitimate audit 
information.” He also warns 
against an element of partisan 
interest he sees creeping into the 
activities of the Standing 
Committee on Public Accounts, 
and he encourages the members 
to focus on their traditional] roles 
as “objective and nonpartisan 
watchdogs of the public purse.” 


In conclusion, Dye says that 
during the past decade, 
Parliament’s control over the 
public purse has been 
Strengthened. “In these times of 
restraint the opportunity now 
exists to place a greater emphasis 
on the chain of accountability, 
from Parliament through the 
government to all levels at which 
managerial responsibility is 
exercised. There is a pressing 
need for setting priorities in 
government, with a greater focus 
on economy, efficiency and 
effectiveness ... The challenge 
to the private sector is to steer its 
ship conscientiously and 
profitably on the sea of social 
and economic change. The 
challenge to government, on the 
other hand, is to manage the sea 
itself.” 


Dye closes with his views on the 
call to public service and his 
own reasons for becoming a 
public servant. “It may also be a 
faint hope, but it is my hope that 
in the future we will honour not 
only those who best the 
competition, but also those who 


better serve the country.” His 
notion “that public servants 
should spend other people’s 
money as carefully as they 
would their own” might prove a 
worthwhile goal for his 
successor. 


Erratum 


In the last issue of 
Opinions (Vol. 8 No. 4) 
there is an error in 
Hladini Wilson’s 
article,"In the Final 
Analysis... The Media 
Looks at Ken Dye’s Last 
Annual Report to 
Parliament". The article, 
recapping media reports, 
states: “At least $1 billion 
per year is lost in unpaid 
taxes because of errors in 
filing returns or 
deliberate evasion. Tax 
enforcers nab only one in 
115 cases of unreported 
personal income and one 
in 55 corporate 
offenders.” 


The second sentence is 
incorrect. It should have 
said that only one in 115 
personal returns are 
subject to enforcement 
actions such as an office 
examination or an audit, 
and one in 55 corporate 
returns. 


We apologize for any 
misconceptions caused 
by this error. 


‘losneo nd e Inada 91199 
anb npuajusyew 3no} 
ap suosnox9 snou snoN 


“UONPROYLIQA 

oun no uswexe un,nb 
Sd[[9] ‘UOT]IND9X9,.p 
soinsaw sap 

@ SOSTLUNOS JUOS C¢ INS 
N9ID0$s op UOTPIe[OEp 
oun JuaWa[nas 

19 STT Ins Jorpnonsed 
ap uoT}eIe[Dep 

aun JuaWa[nas onb ait] 
A JIRIAOP UC *9}09LIOOUT 
qso oselyd swiatxnap eT] 


«'$¢ Ins QJURUDADTIUOD 
919100s oun nb 39 NUdAaI 
uos sed oe[oap ou 

Inb ¢{T ins Jotpnonsed 
un.nb juademe ,U [eosty 
dWI391 Np uoTeor[dde, | 
ap safqesuodsal 

SOT "ROSY JUSUIDIIAD,.p 
NO SUOT}BIL[DEP SIT 
SUPP SINdIJI,p asNevd ke 
9S19A sed 3s9,u JoduI.p 
SJe[[OP op pseryyTw 

un suIOw ne ‘oguue 
onbeyo» : suuyye 
‘seIpgw sap syioddei sat 
ainqidesgi tnb ‘afore, [ 
ap Inajne7q *«seIpsu 
sg[ Jed na yusWapIeg ne 
aXq youUusy op [onuue 
yoddey Jatwep 2[ 

*~ gs[eue sJgIuJop uq» 
SIMIHUT UOSTTAA TUIpelH 
ap afore .[ suep sgsst[3 
1S9,S Inala oun “(fF 

Ou ‘g *[OA) suotuIdg .p 
O19UINU JOIUJOp x] suRg 


UnjeIsy 


‘Inassaoons uos nod s]qenoy 71k] 

B NO} JHDefGo uN JonNsUOD jeIINEd 
Ing] 3] onb stuounosed op juejne 
DAB SoIjNe Sop jUdsIe,| Josuodep 
JUSIBIAOP SoeUUONDUOJ so] o][anbey] 
uojas uondaouos eg ‘sgoons 90Ak 
OUSIINIUOD JOJAT] B JUDUUSTATed 

inb xngo onb uoneswpe,p juswUss 
QUIQUI 9] JUOID}IOSNS sed Ind} 

JAJOs UdIQ Op JUSOIOJJO,s nb xn90 
Inof un,nb sodso on8ea 9] JWInoU 
Pp [| “oseuUON.UOJ INUdASp e 9}IOUI 
oWIQUI-IN] e,| Nb 30 Ins yo onbijqnd 
UOIJOUOJ E] INS SUOTXdTJOI Sas op jred 
jURSIeJ SNOU UD sUTUID) 9DAq YJOUUDy 


<IQUI 9}}99 JOSIIJEW op I9Aesso,p 
1s9,9 ‘orjqnd Inajo9s ne asod as inb 
YOP oT “Syt[IQeyUol &] JURSIA Ud jNO} 
sonbiwiouoc9g-o100s sjustmasueYyo 
sj Jed 99118e Jou UN suep 
JUSWasnaIOUSIOSUOD onbieq es IoUDUI 
2P Yap 9] JoAaja yop gatd in9}D0s 
ITC") “puoeoyye,[ 19 SOUdIDIIJ9,| 
‘9IUIOUDY, | Ins s9gxe 98eJUBARP 
jugios nb sg}0ud sap ‘a[eI9pey 
UONeNSIUIUIpPe | SUBP ‘II]qQe19 

Jopse] SUES jNeJ [J ‘JUoUOUIDANOS 

9] ed juessed us xnesalu 

SNO} ap soueuuONsad xne yUoWOTIeEg 
np ‘xnedAlu sof sno} e a}duIO9 sIpusl 
ap uolesi{qo,] e sourodu,p 

snjd Jopioooe jueusjuIeW 

suownod snou ‘9}U9}sne,p 

apousd 93399 ug» “9010JUDI 919 B 
oyjqnd Jos9qj 9] Ins yuouIa|IVg 9] Jed 
9019X9 BJONUOD 9g] ‘a9g[nNOd9 sIUUSD9p 
eB] op sInoo ne,nb suuoyuew shq 
yjouusy ‘UOIsNjouO ap esins uq 


‘«soljqnd sigiuap sop 

uonestin,| ‘uesnsed uou yudso un 
suep ‘9}1Atjoofqo 93n0} Ue Jo]]IoAINS» 
B d]SISUOD 9IOI Ind] anb gyIWOD 

np soiquioui xne sjeddes ya ‘sorqnd 
sojduioo sop juoueutiod 9y1WI09 

Np S9MAOR So] suep JaNyIUI,S 
g[quios suouesI}ed ourey99 

aun .nb yuowse39 a}0u |] “Worp urojd 
op Wepuewop [I,nb uoNeULoju,| 
m1u9}go nd &,U INdJBOIFIDA 

ina] anb 90 ap Jayginbut,s 

juoresAop ‘sorgnd sajdwoo 

Sop 9IIWIOD np xnvo a100ue snjd 

}0 ‘SOUNUWIWIOO sop sIquIeYD ke] Op 
soiquiow saj onb siae,p jso jergugs 
INDJBIJUDA VT “s}UgWIs0R|dop 

sing] Inod sansturw so] Jed sagiejoop 


sosuadgp so] Ins UONeWOJU!,| 
B Soe, | ‘OARS B ‘99[391 919 
sed sino[no} e,u uonsonb one ouy 


‘ue Jed sioj oun 

Joiqnd sa] ap onb j9)nI/d ‘soguiw3) 
JUOS 19-Sa][30 onb sap so9139}uUI 
SUONBOIJU9A Sop syoddes sop 
uonejuasgid e] op s][99 UoWIUR}OU 
‘QUESIEJSIES JUIW9][991 UOSe] op 
sonjos91 939 sed juo,u nb suonsonb 
Op JUoWD|eS9 o}1e1] 0Aq YJoUUsy 


“99UII9} JUusWonbyeid 

}So JeUNS Np UOHeOIA e] onb 

10 ‘a9}da0908 939 B UONIsodoid ay}99 
anb 190u0uUe ,p xnoinoy 1s9 9Aq 
Yyjouusy ‘UoWo}IJeg np onbeyjorqig 
e] Op 9 JeUdS Np ‘sounUIUIOD 

Sop sIquieyD e] op UOHeNsIUIUIpE, | 
Ins jue}IOd saoinossal 

sop uonesimndo | ap uoNeoyliga 
gun Jousw op y1esodoid uo 
‘gigtuJop a9uue,| op j10ddei 9] sueq 


‘JeIQUgS JUSUIIUDSSE | 

noi yuo uoneordde uos ya ydaou09 
90 onb uslq }UdIUOU ss0inossol 
sop uonesiwnydo,| ap uoNeoIyIOA 

ep inod WOO|.| sed sanqeig 
JUDWIWII0N9I SOUIOU So] fanuUOdII 
snjd uo snjd op 9}1Anoe oun onusAop 
jSO 99199}UI UOIBOIJLIDA be] Jepuew 
uOs ap sInoo ne ‘onb Jonbsewos 
juowayes9 yey oA YouUDy 


«‘soumwieisoid sop s}e[Ns9J So] Ins 
aIZOJOUYNS) B] Op 39 S9OINOSSOI Sop 
‘surewiny sjioddei sap souapisul,| 
yo sowweiso01d sop jud9UUOTDUOJ 
9] o8e]UeAep JUoUUIdUIOD 

sfi.nb sinajeotjlIgA SOW op yeasIKx 
anbiyjdo ayag ‘s93duioose sje}]ns91 
so] nua}go sed 1eAe,U UO URgYO9 
seo 9] ‘sojjanbsaj inod suostel 

Sap 19 S9INd9xe JUSTeI9 sowUeIs0I1d 
$9] JUOp UOSe] e] ap a}dwi09 
JUBALUDIOp JUdTeUD) ‘soulg}sAs 

$9] Ins Sdgxe JUSWIO|]ONUNSSO 
yuare}9 edop ne nb ‘suoneoy1iga 
SON ‘UOTUD}},p 91)U90 aT}OU 

ap yuowsordap 9] 919 & yueyoduII 
JUsWosULYS Uf)» “18Ie[9 JepueL 
90 ap yyoid 101 eB Jo1wosd 9] 919 

ve okq yjouuoy ‘JeI9U9s INd}edIfLI9A 
Np nesing np yepuewi 9] Is Ie]9 
inod jouguas snajvoy1aga a] Ans 
10J B| 9SIAQI B UO,| NO s9UUR “//6T 
sindop gnfoa9 JUsW9|qeI9pPIsSuCD 
JUO 99189)]UI UONROU9A op UOTOU 
B] 19 [eI9UNS INDJCOIJUDA Np I]OI a] 


suotutdg 0z 


61 suotutdg 


«*SOIIBUUONOUOJ sap JUusUIOpUdI 

9] JUOWopueIS JoJO|SWe.p 
sgitfiqissod sop b19}e1 9I]9 

‘WINUIIXBW Ino] JouuOp e seAojdwia 
So] JUSseINOOUS INb apne 

aun 9 SINZIBA Sap soleuUON|so3 

sas B Joyynsut e assissnai onbryqnd 
uolouoy ey onb suiow e,nb sipuajua 
QSSIE] UDUILXS DION» “S9}TANOV sINI] 
OP IOUdIONJO, | JoIO|OwWe Jo Jonyeag 
Inod juauapual 9] 19 $]1NOO soy Ins 
soguuop sep sed sinofno} juasiyyn,u 
soigysturu sop yednyd ey “uepusdsg 
"S$OIQ\SIUIW Op S9OINOSSOI 

sop uonestwndo | op uoNedIylIgA 

ap sjioddei sa] suep sous1D1jJ9, | 

OP a}e]] [eIQUSS INDJCIIJLIOA 9 ‘8/6T 
sindoq ‘sinojea xne 99gI] JUaWIATes9 
ySo doUaIOTTJO, | onb 19}e}suo0 nd & uD 


« sonbyeionesing 

soInjonys 39 snssas0.d soy 

4aed one .p ‘19 sajfauuosiad sinayea 
soy aed oun, p ‘anus siqiinb9,| 

op JuOIpusdgp jusWIopual np 

gujenb e] 19 UoNsed e] Op 9}19kOIIJO7] 
‘IOMAQ,P JUOIJOIeSSa NO sT[aIoWIJodns 
uodey ap joy sj! onbsy ‘utos sae 
jUOIOMSaTJo soAojdurs soy [eae] 
Jenb onied us yuouTWa}9p sInayeA 
SO] ‘SINZIPA So] 19 SQUUOSIOd so] 
Jed Issne stew ‘samnjonis 39 souig}sAs 
sa] red yuouwa[nes uou assed 

uO] esIUeSIO OUN, p JUSWOpUa np 
uonesolowe | onb yuoNUOUT xneARn 
SON» ‘onbijqnd uonsuoyj ey suep 
JUDWIOPUDI 9] 19 DOIAJOS 9] ‘sINITeA 
Sd] INS s9UUe 91199 9ONIDaTJO opnid,| 
suep UONses e] op safqisur) sulow 
SJUSWIZ[9 S90 op UOHeNyeAd oun 

aA] oAq Youusy “sgAojdura soy 
Zayo sagioue UsuIgpuojold sinsjeA 
Sop & anp jso ‘UOTeAHOW op onbueuw 
99 NO ‘UONBANOUI 9}]99 “JUSANOS 


“9ug}qoid 

9] SIpnosgl MONoA sed juswoduus 
qNO} 9]QUISS OU UO sed sp dIqUIOU 
suep onb jnjouoo JI ‘suonesolsure 
Sop iqns jueAe sourewiop 

op sajduioxe sop juesstumnoy 

ud sonbniio sos opnyiqey,| & SUTWIOS 
a19poul of] youUsy onb uarg 


*a[91UCS op 

soInsow so] jUoW|duls yUeION9We 
ud sjUsWIOUUONe}s sap juUReUdAOId 
$9}]9001 SINZ] SIe[JOp sp suoT]Iw 

¢‘p Op aNJoIooR jUsTeLINOd sj1odoI9e 
Sg] ‘ulJUS ‘sIosesn xne sgsodun 


SIBIJ SO] 9[NIJeD ]I JOP UOdeJ e] 19 
s]N09 sas Jo}USUINDOp xnaIU yeIINOd 
$919190 sop 19 SINd}eWIWOSUOZ) 

Sop d1Q|SIUIW 9] f991ANODNI 

anj9 yWenod uoNeIsIWIUII,p SESIA Sop 
QOURIAI[SP Op SINCO sap uONIodoid 
apuels snjd oun : sloloueuly 
QJONUCS Ne 19 UONsas eB] B eI) & 

Inb 30 ud SaJURAINS SUONRIONJUe So] 
ioyodde,p juourayes9 nary yweine A I] 


(‘sxe]]Op ep suoN|Iw ¢z JUaTest]EI0} 
SJI}OUI sarNe jo sjUsWII0RIdeap so] 
Inod saoueae s9j ‘QOG6T SIEW TE NY) 
‘sgfojduia sap & doUBAR SOINDLI9}x9 
solejfy sop olgysturwi 9] onb 
SOUIWIOS SIP J[QNUCO 9] JOIOISWe,p 
QyISS909U PB] aJeUsIS UO ‘¢ aIIdeYyo 
Ne UONESIU9A op ajou oun sueq 
‘IOAQO9I B SOWIWOS Sop 19 SaTBOST] 
anb saiyne $o}3999] sap pses9 | 

@ Soyey SUOTIE}E}SUOD SOUTE}IN9 

Jed gjqnoy juowssginonsed yIp as 
[e1guss Ingest oT “sdui9}3uo0j 
sindap 9ssoJ9]UI,S UONBOITII9A 

op nesing 9 s]fonbe] e uonsonb 
‘uondsoied e] ap soeolJa aJoNUOS 
un anjouniod e 9 suaiq so] 1989}0I1d e 
questa sonbiyjeid sap yo souaysds sop 
uonsonb e] Issne spsoge yoddes 97] 


"s9[891 919 sed juo,u 

saurgjqoid seo 1onbinod apueuwrsop 

as ofq YJouUsy Issny ‘u9Iq 
guuonouoj Inb yuawla1Anooal ap 
awuiweidoid un 9)s1x9 [I ‘stuq-s}eIg 
xne nb y0ddei a] suep juuonuou 
uo 9 ‘sduia}3u0] sindop sgjeusis 

919 JUO soug|qoid sa_) ‘s19I9]UI US 
SIe]JOP op SUOH]IW QpT IOP ‘sIe]]Op 
OP SUOH|IW QOL Se] JUsTessedap sjgad 
$90 OP dI}I} NE JIOAIOI & SOUWIWOS SO] 
‘0661 SIVW TE MY “‘JUSWOSINOquIAI 
ap sjuauIasesud sos e snbueur 

XIS Ins JUBIPN}d UA) ‘opnyginbul,p 
yafns un jusuaje89 anjysuod 
sjueIpny9 xne sjgid op owuessoid a] 


«USUIZE 9[OIUOD sues gpuRTeyoe 
yodoige un 9J09U9 no xneusIs sues 
AIILIAOLIOJ NBIS9I UN jeaSUIp UO IS 
QUIWIOD 1S9,9 ‘UONPULIOJUL,| 9p 312,] 
V ‘xneJjuso souistuesio sop yed e] 

op ‘diysropes] un,p sed s1d1J9u9q ou [I 
yo sojqesuodsal sonbiyoreigiy soipes 
Sop IU soleuUONses sop UONUD}e | 
sed 10501 ou ‘onbiyyjod y919\uI 

un sed gAndde juswiwesiyjns sed 
1S9,U [BWIA JOB 19D» ‘sonbyeuojut 
suonel[eysul sos Joddeay e yreusa 
a)SIUIS UN IS SgsI[egI 9119 JUossInd 


QU JUSUISUIZANOS np sowueIsold 
sop wednyd ej onb orpureso yp 

ahq YJouUey ‘uONeNIIS e] JOJO SUE 
Inod juasgid e nbsnf 1ej 939 eB asoyo 
ap nod ‘syuejjodui snjd sop ynoe 

190 op Zasse sed j1eIonos 9s OU UO, | 
anb gjeusis ye jeI9U9S INDBOIIIDA 
9] “E86T OP 19 LLOT Op syoddes 

sas suep onb usig ‘juowouIoAno3 
Np Inajou gj Iso ‘sonbrxo} 

sjoyoep op sigdap sap juswsordwio | 
39 Jodu1,.p suonesejsep 

sa] onb souea Issne s}usWI9]9 

sop Ins 930d nb ‘uonewsojul7y 
‘yuednooogid juswosetnonsed 

jyofns un ys9 JUDTIDUIOANOS 9] JUDTIEp 
anb uoneuOjUl,| op 9}1INd9S eT] 


“loyouod 

98 9p jUdBIn }sa [I sjanbsg] ans 

seo ap dIquiou 9jsal [I ‘Juepuadag 
‘sostid 919 ]UO sojuestTeysnes 
S9AI]991IOO SaINSoU Sop NO svo 

SOP IIQADI SOINILIOJUL SUONBOIJIIDA 
ap IAINS 9] ‘sauUe 93190 : suondaoxa 
sop Ins uaiq e A] ‘yoddes 

uos suep SIOJ o1QgIUIOId ey Inod 

1219 Wey UD [I NO sQUUR ‘TRGT sIndap 
ahq youuay Inod uonednosogid 
ap Jue}sUOD Jofns UN gnysUCS 

B SO9AIIOI SSOUDIED XNe JOIpgwial op 
gous3in,| ap ajduioo yusuWesyns 
sed juguusy ou onbiyqnd uonouoj 
eB] op soireuuonses sof onb yey aT 


‘uOTIeDIO BS OP 9OUUL,| }IOS “QQ6ET UD 
‘sIOJ a[Nds ouN JUNdI so, (xnoIquIOU 
nod yuos nb) uoneulpioo9 

QP Sd}IWIOO Sop UA) “jNeJOp JUOTesIey 
NO SOJURSIJJNSUI JUDIE}9 SolleSssdo9U 
sonbyeid 9 soijonys saure}i99 

anb 93e)su09 & UO ‘UONeIsTWIUI, p 
axojdwoo surwesigoid np uonse3 

B] Op UONeOIJVA e] ap SIO] sed 
ane.q ‘a[[oyo9 opueis e sjueyodnys 
Op Oe) a] JaleD9NUOS op oy1I9edeo 
RB] alInpal ye1Inod uonesoqey|oo 

ap onbueul 99 ‘sjueyednis 

So] INS soUUSIpPeUeD SIO] sap 
uoneoydde,| ap sypiqesuodsai ey] e 
juenb epeuesd souenog 39 oustueds0 
199 Op S]JUBSBUIP So] 9.Ua SploooRSgp 
Sop 9Ad[o1 B OA YJoUUOy 

‘giduioxe sed ‘jy e] ap uoneoyliga 
e] op SIO] ‘so|dwoxoe sinoisnid 
aguue 9)}90 ouUUOp JI JUOp ‘soig}sTUIUE 
amus sioanod sop o8eyed ne syyejor 
S\I[JUOCO so] onb JeI9UNB INd]eOIFIIDA 
9] ednosogid juejne juo souajqoid 
ap nad ‘saguue sap sinoo ny 


“g]]QUUONIPpol 

ay1qesuodsal ve] 9919x9,s ]USOUI 
jonb e 9 yuoWIWIOD ‘sagnbiunuwOS 39 
SOONJBAD JUOIJOS SUOTIESI[e9I So] UOSE] 
ajjenb op 4afns janb e 3a saydwios 
Sop JopueWop NO sipus }IOp 

inb sonbydxo soAnod juowajes9 yop 
JUDWIOUIBANOS 9] ‘sonsed sone,p 
WIOSS9I NP 9119 SUIWOS sIQpIsUOD 
[!,nb 99 39 ‘ay{Iqesuodsai aidod es 
dIUUOD sIQpIsUOD [I,nb 99 sounWIWOS 
sop siquieyy ke] 8 Jonbiput,p 

dInsowi Ud jos JI,nb issne stew 
‘so[e]UaWaUUOIIAUS suONsonb sop 
pieso,] e ued un ye yuoWIOUIOANOs 
9] onb juouwajnos uOU pudye;s I] 


‘onbieq 

e] ougt un nbjanb is spuewap 

as oAq youUsy ‘uONENIS sI]IoI7ed 
yueaosq ‘uoneorydde | jusseqed os 
xnelgpej SOWISIURSIO NO soIQ}STUTU 
pZ JUOp ‘JUOWIOUUOIAUD,| B STHEIOI 
SIO] Op $9}X9] QS ap snide A [I,nb 
ye] np soxojdutoo juowosginonsed 
JUOS JUSWIOUUOIIAUD, | 

@ SOAPIOI SuONsonb 

So] ‘olgisturu onbeyo op jusuiopual 
np onb j9\n1d sowwess0id 

Sos Op s[quiasua,| 9p Jadnas091d 

dS JIRIAOP JUDWIOUIOANOS 9] 

anb algpisuoo afqj yjouuay ‘siogid 
seo 99 SURG «’Sa]e]USWIOUUOJIAUS 
s9jl]Iqesuodsal sas op 

ayinboe,s [1 }UOp uodej eB] op a}dwi09 
d1pudl op sajqejdaooe suofow 

SOP SAIOSUOD JUDUDUIOANOS 9] onb 
JIpude,S WeIANP JUusWDTIeg 9q("**) 
"yJoo0e8 Ss yuasind A inb souuosioed 
ap siquiou 9] onb sioye assieq 
NEIAIU 9] JUOP SpU_] uN ‘sno} Inod 
aouryoduit swigidns oun, p spuoj un 
: SPUOJ UN SUIWIOD JUSWIOUUOIIAUD,| 
HOA jnod uM» “jUoUTOUUOIAUD,| 

ap uoysajoid ey : sg[nNoo9g sguUe,| Op 
jeorap snjd 9] olns 9] Ins UsWIA]es9 
ayouad as [e19ugd INDJBOIJIIDA 97] 


‘oyna 

}9 dll] B ofloey ‘slouoo januue yoddes 
un juerqnd usd 39 “juawapudl 9] Ins 
syoddes sa] yuejjo}9 ua ‘salrewuos 
sioioueuy sje}9 sop uoneredaid e| 
inod gSQAQO Np suonepusuu0oa1 
Sd] JUBAIOSQO Ud ‘JUDWIATIEg 


Ne 99UI}Sop UONeULIOJUI,| aI09Ud 
dIO!QWe JUSWOUIDANOS 9] onb 
opuemuoss 9fq] yJouUsy “ouey & 
dnooneag a100u9 9}S91 |I ‘suloWUR aN 
“SJUDWIOUIDANOS so] Jed s1gIOURUy 
UONCWIOJUI,| op uONeUSs9Id 

e] Ins sojue}Jodu uorIsod 

ap sosud burs gyqnd @ mb ‘WOOK 
op olqnd Inoj99s np soulsiuesso 
SOP UONLSIJHDA | 19 gII]IGeIdUIOS 
e] Ins 91WIO|D 9] Jed sgyI0dde 
jUSWIa8eINOOUD,| B 19 UaTINOS 

ne ‘ofq youUay Olas ‘s0RI3 
‘soguue So1QIUJOp XIP Sap sINod 

ne siooueuy sjioddes xnediound 
SOS SIOIPWIe JUDWI9]qQeI9pIsuOD 

8 JUDWIOUIOANOS 9] ‘o1]NO Uy 


“OMl] B Soploey 

snjd jueuajureul yUos yo soiyiduuis 
919 JU ‘(faug ua aIMoU0I2,T 

19 auaiouvuy anaay vT) anbiwiouce9 
19 oIgIoueUTy soUeUIOJIOd 

B] INS SIOUOD S[oLsoWII 

syoddei s9j 39 Jonuue Jopueuy 

ueld 9] nb 19 epuew uos op 

SINOD NE JUSUID|QVIEpISUOCD s9JOI[9UIe 
}sa,s sojqnd saj}duiog sa] suep 

19 sollejaspnq sjusuINSOp so] suep 
agjuassid uoneuojul,| onb Jayeusis 
ap dINSSUI UD 1S9 [[ “a[qIsusysIdwOD 
19 dIQIpeIo ‘ayUoUT}IOd jos JUusUO[IEg 
NE HWUINOJ JUDUWIOUIDANOS 9] 

anb sigioueulyy uoneunoyut,| onb 990 
OP 9IONOS }S9,S [eI9UNS INDJEOITLIOA 
9] ‘Jepuew UOS op BuO] Ne NOT, 


« nagid jafex 9] JUSAINS 

soiaeu soy Is sed sinof{no} jusyoes 
au soyndop say onb stew ‘owniq 

e] odissip yeae 9)dw0o sipual op 
uonesyqo,| 1391 onb uoneysisg] | Is 
awwios nod un jso,9» “oJUesjnsul 
JUDUIOS Ie] DINDWIOp $919I90S 

sao Jed sjuraye syyoafgo sa] ins 
uoneuuoyul] ‘yejsed sed jso,u no} 
onb sajqenqmuuoo xne juswa[e39 
ayjeddes jr stepy “<quow9uu0U9 
ayoyuCogi» 9] nb 4e1q,P $919!90s 
sop s]JoUUONIppal 9}I]1Qesuodsal 

PR] op JUOWIUe}OU “Jepueu UOS 

op oginp be] JUepuod juoWoWIoANOs 
np suoneisdo soa] suep sajjonuejsqns 
suonesolgure so] IgQUUOT}USU 

red a.UdUIWOD JI ‘SUIQUI-IN] & 9]QPLy 


‘«sonbn od soyuresuoo 

SOUIE}IIO JIB|EU J9 9)ID]SNe,p 
apouied us swigU» ‘sajqissod juos 
s]UsWa8uURYO so] 19 SUONeIOIOWIe 

sa] aonb Jaarasqgo j1ey 39 ays1WINdo 
aInoWop II ‘sinofno} swwo0D 

‘[BIQP9J JUWOUWIOANOS np UIOS 

ne uoyses e] & sgyiodde sjusuosueyo 
sa] ofjodde ‘suonesisusa 

sas Jed sgaajo1 sjnesou sjoodse so] 
Ins 3310p 9] JUL}OUWI UD ynO} syIISOd 
sjoodse sa] ins uonuaye, | 1911)e Inod 
gindgi ‘ahq yjouuay ‘«ssornonsed 
}919]UI UN, p 19 soue}JOduII ouN,p 
suonsond)» ‘anideyo Jorwioid 9] sueq 


“souNdeR] Soo 

Jg|quios nod sasid 939 sindap yuo 
soinsow soq ‘seAojduis sop oy1eN9I 
ap suonejsoid sop uoNexopul,| & I] 
jissed 9] yUowsIQHUS JosITIqeidwio0s 
Op InejJap : soaevss sounoe] 
sinaisnid Inj uojas yuotejUasgid 
sigioueuly $}e}9 soy ‘sootidosddeut 
sajqeiduroo suonusAu0o 

ap yey np ‘ajduroxe sed “6g6T uq 
“SUONOIISOI so]UROdWI, p Jo[NUHOJ 
B QuoUe 919 yIleAe 9Aq YJoUUDy 
‘sjiodde1 syuapgogid sas sueq 


«QAIOSQI SUBS ]SO SIOIOUBUTT $}e}9 

sa] Ins uotutdo uour ‘sioy ssgIuIoId 

e] Inod aonb ‘uonoejsnes opuess 

BU & ‘“JO[EUSIS Op oINSOUI US sins of» 
: QJURAINS UOsTeI e] Inod uonusWw 

ap SUBIP Jsa s9uUR 9)}99 op yodde 
YX] ‘a[ouuonippe gyt]Iqesuodsas 

eB] Josorgue e 19 solqnd 

SJaIUap Sop UOT]sad eB] I9]QNUOD 

B a9gIoRsUOD B JI,nb s1uUD09p 9}}99 
juepuod saquooual e [I,nb sawejqoid 
$9] 19 S9SITe91 919 UO Inb sgi8oid so} 
INS SUOIXd|[JoI SOJUSSIIQIUI /P JOJAI] 
snou inod 9)1J01d us ]1 39 ‘sounuui0S 
sop siquieys ey] e yoddel sorulop 

}2 OUIQIXIP UOS 91}]9WI91 Op JUDIA 
ah yJouUOy [eI9USs IND}edIJLIOA V] 


‘quImMsDUY) 

ap uoissiuiiad vj Jaav jinpoidas 

a] suo1uidg ‘sagas y sajquidwo) sap 
uaIpouDy miNsuy,] ap uonvoiyqnd 
QUIZDSDUYD 2P [66] 4amuol 

ap oAguinu aj supp nivd p aj21110 ja) 


SuleoNy joues1eyy Jed 


9DUdJBADI BS 941} BAG YJOUUSY 


suotuldo gT 


LT suoturdo 


“Jople SNOA 
Inod e[ SOWIWOS SNON “JUAWOTIeg 
3] D9Ae UOSTel] P[ 9p UONOOIIG 

eB] dae Jonbrunwwioo zarfinoa 
‘s}UdWoUsIgsUdI sofdwie snid op 
INOg “SUONPOITII9A Sat sano} Inod 
jUsWaLIeg Np suoneorqnd sap 

e A [I “MOA ZaAnOd snoA sUILIOZ 


(USZINID BAEC 
np a1siozinoo aun jsa solo uyor avd asiad ojoyd vy) JopuvuU UOS ap SAnood 
ND SAUNWUULOD Sap adquipYy7 v] v Sjanuuv sjioddv. xp asodap v akg uay 


“UIOWI9} SWWOD gnbOAUOD 919 B 
neaing a] NO suoTUNgI sa] JU9}e[AI 
Inb xnao joSeI UOTJOOIIG| BT 


"SQ[NOIOSB,] SO] SNO} op sase;dwaxs 


sop noSez onbgyorqiq eT 


“sounWIWIOS 
sap aiquueyD eT R 9IItOO 


np woddei 9 JuawaT[anyiqey 
auULayUaI Jornonsed 

jofns un Ins g[NoIOse,] JOIWIOp 97] 
-gxouue Ud saguutidu stojied yuos 
QUOD NB SITUINOJ $a1I}9] So] NO 
SUIOW9} Sat Jed SasIuuNOS $a}OU Sd] 


‘QUOI R ‘UOTONped) Pf 9 ayones 

B ainsiy ‘sieSuey us no siepsue 

Ud ‘[EUIZIIO 9)x9) a7] “(presuey 

ne JUdWAIIeNUOS) onsuITIq 

ysa uONeoTTqnd a}}92) *9}1WWI0O 
un,p uorungs 9un,p jow Inod 

JOU WeQ9pP Np "3e,s [J “Jolnonsed 
1919]UI UN aJUasg1d saBeUsIOW) 
Sd] INS UONOIS BY] “dINIDANOO P| 
Op SIdAdI Ne sgWIdUI sa SUIOL) 
Sop dISI| BI Ja Saved sosgiuaid 
xnop S2j Ins jUasstered udWIeXxd | 
B OLE] 19 JWOD 9 INS sfeI9Ugs 
UONPULIOJUI,[ 9 ‘pslepueis Zosse 
1So UOHeJUaSZId BT *«Sa[NoIOSe|» 
2p WOU 9J snos Issne snuuCD 
‘SOBBPUSIOWD} 9 XNEQIIA-SQO01 J 
saidoid sas atjqnd 9}1WwW09 anbeyD 


__38 xnequen-sgo0id $27 


“ple} 
snd oulewes un UOIIAUD ‘jU9]I0S 
SI NbsIO] SgIWIOD sap safnolosey 
SQ] JI] NO gouRys ET R odinbg 

uOos op sIquIat UN JaAOAUd ynod 
assoigjul uolsanb oun nb jediourd 
Ino\alIp a] “oINUIW sIQIWJOp 

ap sjuswasueyo sap a1dwoo sed 
jU9I) oU INb sg}IWIOD sap xneAed} 
Sop JUWa[Nes a[[aljJed ajsI[ ouN,p 
ude,s [I ‘guregi ug “«IepualeD 
Arejuowereg» og[nyyur anbriqni 
aun gnbieural efgp a1jg-jnad 

yuo K uazy19 DMDYGCQ UaIpHonb 

np sinajoa] say “gold us 

afioa A UONOaJIG| eB] “SUOTIBOITIIQA 
ap sgsseyo xnediounid sinojoop 
xne oJUouIyed uoNeUOJUl,| 91N0} 
suuajual Inb snbiuoys9j9 Jano 
Jed a8essoul UN dIOAUS UONOOIIC] 
RB] UatUNDOp 20 OSeI a[a,Nb saq 


“quegyo9 

seo 9f ‘Sold sIny np uONUuoW 

PI 39 SUOIUNDI Sap sIN9Y,,| 19 

nal] a “Uonelyyze nol 39 (snuuoo 
JUOS SII,S) SUIOW9) Say ‘saguIUexd 
SOIPJJe S| 19 SPITWOO sap suOTUNgI 


Sop slave sot ajuasgid aq “OE UgeR 
“‘QuIeWUdS Ud URW anbeyo sgsnyjip 
1S9 SOUNWWUOO sap sIquIRYs PI ap 
SPIWOO Sop SUOIUNDI Sap aIsi] BT 


Saunuiuos sap eiquieyd e7 


“sgssoigjur xnediouiid 

sinajsesIp xne a1doo oun 
JUSWWWPINOD SIOAUD Ud UONOIIIG] 
P] 19 ‘O[JanNjoRJ UONPWHOJUL, | 

ap JUDANOS JUDULIaJUAI sasuod91 
SX) ‘piesuey 9] suep sagiqnd juos 
SIAY Sap UOJa]]Na,J 1a UOJay]Ma.J Np 
soiliog suonsanb xne sasuodgi sa] 


“sjuatunoop ap Jodgp ap 

2IPJO Ud S99UIOJSUPI} NO SagJI}o1 
‘sa9[391 919 JUO Sar[a,nb 3s9,9 
‘yuatug{ddng ne sagyod sed juos 
au suonsonb sap 1g “suoysand - 
UOJa]] INA] ND jansuau Juauajddns 
3] suep sogumtidu yuos Juapgogid 
SIOW 9] Sag[891 UOU suOTsonb 

Sd] Sd]No} ‘slow anbeyo ap 

INQOP NY “sasitunos 939 1UO saT[a 
nO slow np uly P| e.nbsnf juaiso1 
A 39 uoja[iney np agiudoidde 
UOI}D9s PE] RB dJINSUa JUdssed 

Sa[[q “9uUOP Isa stake. anbsioy 
‘sIOJ OUN SIAB SOP UOJITIINI,] 

3[ suep JUassieied suolsanb saq 


SUOI}SANDH - uojayjinay 
ne jansuaw juawajddns 


“JoNSIZoIUS 

S| IP S[ANSIA-OIPNe SIdIAIIS 

xne Jopuewiop no jusWsIeg 

Np dUJeYD P| INS sleqgp sa JopseBa1 
sioje inod uo ‘nagid 1sa 1919)UI,p 
uonsanb oun,p uawexa,| Ig “Inof 
anbeyo agiqnd say sap uojayjinay 
ja uojaqyjina.y np ogtzt{duits 

UOISI9A 9UN 1sd,c) “sIAPgId suRS 
UONPIIJIPOW Op dAJaSgI snos Inof 
ulpjyiao UN JouTWeX9 Jnod siqueYyD 
el aonb saeyje sop agpi oun 

ouuop xnvaAd.4y sap ajaloid asplQ] 


xneael} sap 9jafoid a1pio 
"SUONPIZQIINP 


ud sIwW aig stewef ou yUdAnod 
(uonisoddo,| sed sgsodoid juos 


inb xngo jnouns) sjurod ap siquiou 
uog anb 39 ‘uontsoddo,| e sgasas9J 
sinof say jnes ‘Inof np a1pso, | 

ap splogp inb juawWoWIoAN03 

9] 1S9,9 onb Jaiqno sed yney au |] 
“spindgp sap jueUueW9 sazeyje sop 
919[dwoo 9)sI] 9UN ya s}UdUINDOp op 
uononpodd jueyiod suonow ap siae 
$9] JUDIUOCO IpsJOJOW Np uOJIIIINI,J 
9| ‘o{dwioxe seg ‘sinof say sno) 
SUONPIDQI[9P US Sasitu a9 JUdANOd 
au suolsonb sauleyiso anb sored 
QA UO}IIINI,] Np Inassted97] 


“uoja|[INI] np 
sagiidoidde suonoas xne sgAOAuas 
yuos sjutod say ‘(Quawa[sey np 
SuOI}ISOdsIp Sof UOTSS ‘sonaY gp 
NO $Z) aldx9 SIAB,| BP d110}e3I[GO 
aginp ej onbslo7y ‘aiquieys 

P| @ INpoU! JUayTeYNOs sgindgp 
sat onb sjurod sa] sno} ap ajsi] oun 
QULIJUAI SIAR Sap UOJTI[IND] aed 
Be] “s0uRgs Be] JUepUad sgAg[NOS 
ang yuareuinod nb sjutod soy 

SNO} dIQUINUY aq “adais sIquieyD 
e] no Inof onbeyo snod agitqnd 

}S9 19 SOUNTIWOO sap aiquieyD 
[Op [a1o1JJO Inof np sIp4so, | 
aNjISUOO UOJaTIIND.J ated ey] “un 
suep S]JUDUINDOp xNap ap HBE-S |] 


SIAY 


Sep UO}aII|INA4 Ja UOJAIIINE4 


“s}uopgogjue 

IU 9}X9]U0O IU JUSSSTUINOJ 

dU S{I stew ‘(jUaLUNOOp UN.p 
10d9p 9] ‘afdusaxa sed) yuowow 
janb e 39 gssed jsa,s nb 30 
yUowapidel OARS yNdA UO NbsIO] 
sanbijeid uos s[j “SUONBOIJII9A Op 
sgsieyo xnedioulid sinajaJIp sap 
uonuaye,| @ s9uod JOS 1919IUI Pp 
sjutod sgj 39 ‘uodelIq] P| Jed 
SNAOJI ISsne JUOS S}UWINDOP sag 


*S9IIWWOO sap suoIUNgI 

Sop dISI[ 9UN 39 suONsanb ‘suoNoW 
‘suonerjadiajut say “Inof np a1pso, | 
19 XNBABI} SOP dIPJO,| JUBUUDIdWOD 
S[I ‘ouIno U “SgIIWWOO sap suoddes 
Sap 91X9} 9] anb Isure yeUgS 

NP S9UWOS op uoTIsodwioo Pe] op 
SUONPOIJIPOU Sa| ‘UNNIOS ap SdIsI] 
s$9| “jUapIsgid Np sUOISIOgP Sd| 


‘soIpJO Sop R USWA eIAI sastid 
SUOISID9P Sa ‘s9sodgp s}usWINDOp 
S2[ 19 SagjUasgid suonngd 

sa (oiquieys) ey Jed 93dope 

10[ op yafoad un saanoidde,p 
yeUugS Ne JopueWap no xnelogds 
Sd)XIUW $9}IWUOO sap UONIsodwoo 
PB] B SUONPOIJIPOW ap JeUgS 

9| Jiaae jUsAnad Inb) sounuwoS 
Sap dIQUILY. P| ap sosessouw soy 
‘sqjuasgid squuosiad sap 93sI] oun 
jUaUUsIdUIOO 39 ayneY sIquIeYyD 
RB] IP UOISIAA PT JUINIIISUOO 

IDUaG Np XNDG1aA-SeIOlg SI] 


‘yuowouinole | 

ap ainay | 9 sgindgp sap sed 
sagsodgp no sagjuasgid suoned 
sof ‘aiquuieyy Pe] ap Jaryjor3 

np seidne sgsodgp syioddes ja sye19 
$9] ‘SPIO ap UOTISOdWOO eB op 
UOHBOIJIPOW ke] WeUYS Np jUsUeW 
Inb sa8essaul sa] ‘UIINIOS Op sajst| 
sof anb isure sagynosip sameyje 
saljne pp NO JUSWOUIANOS np 
yUoueUIg INb saipso soy ‘s}usUINDOp 
ap 1odgp 9 ‘(afeAos UoToues 

e] e.nbsnf) toy ap sjafoid sop 
UOISsaIsOId eT Ins s}usWOUsIOSUeI 
sop juowisrediourid asanoy A UG 


“aNBUITIq JSa JUSWUNOOp 

9 ‘SdIIBUIPIO sa}URINOD saqeje 
Sop SIPIO,| WINS 39 oNbIZopouoIYO 
21pJO,| SUep ag}UaSgI1d 

1SO UONPULOJUI] “Up 919 B Inb 30 
anb 39)n[d yey 919 e Inb 90 onbipul 
I] “SOUNUIUOO sap siquIeYyD 

BI 8 JUSWAT[IIOIJJO sage) 
suonsanb sap [aloijjo }UawINDOp 
QI JUONINSUOD XNDG1AA-SBIOLY SIT 


XNPBQJIaA-S2901q 


“somesoduia} xopul 

sop saidoo sap apies uonoelq 
BT] “O39 ‘s}IpgJO op sUOTOW 
‘saq0A ‘lor op sjafoid : sayst{ 
soine,p Issne suWayual XOpU] 7] 


“sieq9q 

sop so8ed xne juapuodsa1oo 
‘sog1Ud Sop Ul P| R ‘SOIJJIYD So] 
‘yeqop ne gdionued yuo inb sgindgp 
S9[ SNO} ap aisi] ouN yIeedde 

10] op 1afo1d onbeyo snos ‘anno uq 


"yeqop ne gdioned e inb gindgp sed 


suotutdo 9] 


¢T suorutdg 


19 a[ns ied sagjuaszid jUOS sa9zUa 
sx] ‘sjo{ns sap sjeigu93 osAjeue 
aun suuop Inb ‘xapul 320 suep 
sIOAUdI ap dnooneag 9Anod) UO 
‘sipSuely ud sased Qog 19 sivjsue 
ua sased QOL uoMAUD a}dwWOO Iq 
‘066T SQUIDAOU 8 Ne GGT [Ae ¢ 
Np juele apoligd ef a1ANOd 9309091 
snd e[ d9SIAgI UOU UONIP?, | 
‘g]jonjoe oinoy,| YW “sogumlidut 
UOS SOgsIAgl uou SUONIp? 

sop ‘sdwajanuq ‘oureyuowarred 
uolssas onbeyo ap uly ef e yWnpoid 
}SO SQUNUIWOO sop sIquIeYyD 

RB Op sleqgp Sep xopul Un 


SaUNWWOD Sap siquieyy 
e] ap s}eqap sap xapu| 


“UO}OT[IND.J 
ne soyidosul suoisonb xne sajiog 
sasuodgi sa 19 (januue yoddes 
9J]0U JUSLUWIOU) s}UdUUNDOp op 
10d9p np suoNuUsU! sa] }UOS pIesueY 
a[ suep 9ANnoOd} UO, | anb uoTUSW 

OP SOUBIP s]UDWUSIaSUdI Sone, 


“a1quieyd 

P| B SUCISSNOSIp sap uRsIed 
yoodse,| ona ap oipsod sed ayiey 

au [I,nbionb 9314u9 aun aij1euU0S 
ap 9[1n UahOW UN jso sjeEqgp sap 
IAIns a] ‘onbiytfod aun a3ju00 no 
Inod s}uauin3ie,p asnaiogid aounos 
9UN J9[9A9J 9S JUDANAd s}eqgp 

sa] ‘onbaujorqiq ef B JaAnoN 

RE] Inad oyIns e[ o1}JeUUOD aJIsgp Inb 
jedioutid inayoollp UA “WeQgp na A 
[I.nb surou ne yuayoes spi,.nb nod 
xnediounid sunajoop xne aed 
aigiwiaid el awigw puenb suokoaua 
Ud SNON “SSUO] JUAWJe![NoOIWed 
s}eqgp Say Jaidoo ap suojlAg snON 
“a[Janjory UoMeuUOJUI,p syuenbid 
sosessed sap JOUWaJUAI ‘UOISEDDO | 
RB ‘ynad [I 39 sanjieqgp snqd say 
suonsanb sa] d4j/eUUOd INdA UO, | 

IS 9[IIN Jsd SaBURYO S20 Op 91KO) 
XY] ‘WoUWs[e139}UI suolsonb ap 
apou9d P| op sosuryog sop yednjd 
PR] SUOIdOD SNON “sUONROITIIQA Op 
s9sieyo xnedioulid sinajsolp xne 
JQI9)UI_,P syejx9,p saidooojoyd 
SaP IIOAUD 19 “JURAINS 9[GeIJANO 
Jnof np unew 9] JUWaT[onIIGeYy 
“‘yos [I,nb sap saiquieyo xnop 


sap plesuey 9] dUIWexe JUSWaTIeg 
J] DOAK UOSTEI] Pf IP UONODIIG eT 


"JRUJS NP S9IWOS sap suOTUNgI sap 
SIAB So] SULaJUSI OgUINU onbeYyD 
“yuowgiedgs sagitqnd juos ostejsue 
UOISIOA BS 19 JSIESUBIJ UOCISIOA BS 
anb 99 Us SOUNWIWOO sap siquieyd 
PI ap suAUOWIOY UOs B s[QUIassal 
‘«pJeSURY» dp WOU 2] snos 

onuuod Issne ja1auffo npuas ajdutoo 
: IDUIS Np sivgaq] uoHeoIqnd ey 


“9y1WWI00 anbeyo suep 

SOIQUIDU ap [e}O} aIQuIOU a] anb 
ISUIE SOIQUIOW 39 sjUapIsgId-so1A 
‘sjuapisgid sap swiou sof suUOp 39 
SJNLISIZY] SPIWUOO Saf 39 xneIOgds 
$9}XIUW S9]IWOO sa 39 xneIogds 
SPIIWUOO say ‘s}jU9UeULIOd soyxIUT 
SPIIWIOO S9J 19 SJUDUeULIEd Sg}ILIOD 
Sa] pudidwioo asi] s1giwap 

aNIQ “aIQuIeYD ke] Ip s9IIWICD 
sop onbnaqeydye aysij oun ‘uijus 
Ja someyuouapied saie}9100s 

Sap 9)SI] 9UN 39 ‘aouRgsgId 

op eipso Jed ‘o1gistUIW np 
SaIQWIOW sap 9}SI] 9uN ‘aoulAoId 
Jed ‘sgindgp sap anbiygqeydye aisiy 
aun ‘onbiyjod uonerigje Inoy op 
J2 aSsolpe Ing ap ‘uoNdiOsuCOIO 
Ing] 9p UOIeOIpUI OaAe 

sgindgp sap onbnaqeydye aisij oun 
yeiedde no so1pusdde un suuayusl 
psesuey 9] ‘sIpasoJoul say sno], 


‘aguinof 

RB] Inod soigheuw sop 91qQe} eB] dINSIT 
oiguinu onbeyo ap uly e] Y “siejsue 
ud 9 sleSuey us jusuIgIedgs 
SpWIIdUII JUOS XOPUI Sas Jo presueY 
a] ‘aldAjougis ey e suondiosuen 
sap onb j93n[d syuawosIZolUa, p 
Jiyed e ayinpoid jsa alfa 

‘sInoo Ud aIeJUsWa[Jed UOIsSsas 

P[ OP INGEP ‘6RET [4Ae E€ a] sIndaq 
‘98gis aiquieys e] no Inof anbeyo 
ap ulewapugy 3 ag1[qnd siquieyD 
RB] Op SUOTIeIDZQI[9P Sop “Jow nod 
jow ‘uondiosuen oun ,p 13e,s 

I] ‘onuuoo snd ey uoneorqnd 

| JUaWaTQeqoid js ‘«presuey» 
agjodde issne ‘ja101ffo npuas 
ajdwod : saunumod sap aiquioy) 
D] ap sivqaq uoneolgnd ey 


(psesuey) syeqaq say 


“UONPI[NSUOD Op SUI 

xne aidoo oun apies us jUNWATIeg 
9] DOAK UOSILI] RP] Op UONOOIIG] 

eB] *(SPIIWIOO sap sa[nolosR,] S23] 
suep No plesuey 2] suep ‘a[dwaxs 
Jed) ainaiigi[n 9YdJOYOOI BS dIITIOPJ 
Inb 90 ‘sagnbipul 1uos 10] op Jofod 
uN .p UudwWeXxd,| ap sajyuRJodwI 
sodej9 sa] So]no} op sajep 

S¥] ‘Jolfnonsed ua 10] ap yafoid 
un Ins sydJayoos oun Inod onbyeid 
$QJ] 1Sd Opin’ ad) “SOUNWIWIOD sap 
dIquieYyD PI e spUasgid suoOW 49 
Io] ap sjafoid say sno) ap usWexd, | 
ap orne,| e adejy9 oun, p ‘apin3 ap 
Was uoneorqnd ay39g ‘sounwWwod 
sop siquieys P| op xneusnol 

sop uonoolq ey sed stow anbeyo 
ap uly eT e gtIQnd ys suonow 

sap 19 Io ap sjafoad sap ierg7] 


suoljow sap 


39 10] ap sjafoid sap ye} 


“yeqgp jueyodut 

un @ nal] suUOp Inb 9}1tW00 

np woddei np odei9,, awiwi09 

INO} ‘s}eQgP Sa] Ja]NOD? 19 saoURgS 
xne Jojsisse JudAnod UONPOITIIgA 
ap odinbg,| ap seiquiowi 

sa] onbsind ‘1atpnonsed 3919)U! 

un ajUasgid 9)1WWOO ne IOAUSI 

np odei97]_ ‘snssaooid np sinoo 

Ne JUIWIZ[QeIPPISUOD JIJIPOW 9.119 
qnad 10] ap yofoid u_ “slow sop 
elpney [I ‘sone,p Inod {uawafnas 
aguinof aun Ua - dIN}Oo, SWIQISION} 
39 Woddel ‘9}1WOO ne IOAUaI 
‘gInjoa] DWIgIxnap - sade}9 soy oA 
$a} Jassed yuaanad 10] ap sjafoid 
suleyad “soiquieyg xnop s2| 

suep I0[ 9p sjafoid sop uorssas801d 
P| Said op yins uonNdalIGg 

P| ‘apueWap Ing “JassoI9IUI 

sa] ap safqudeaosns 10] ap sjafoid 
Sop UOIe}Uasgid eB] ap SUOTIBOITIIQA 
ap safqesuodsai xnediourd 
SINJJOOIIP SI] PULOJUI UOTJOOIIG] eT 


“SOBIOIA JUOS 

dOIP op sased soy 19 dINWdANOCO 
ased ey ins sgnbiput so uondope 
uos op ajep ey ‘9idope jafoid 9] stoy 
oU_) “SaAteoI[dx9 sajOU ap sIAINsS 
}S9 19 DOIp op a8ed ey] Ins yesredde 
UONPPUPWIWOSSI 33430 “dINID9] 


suotuldo pT 


fe 107 9G LarOdd 


(aa mayne shewe o Belan 
ssouIMg JO PIC. 
papel 


-——--- 


to 1118 


So1ssas 


pant 


“AB! 
peop eraged 
166 


digituaid ey ap adeig,, y ‘Te19Uu93 
INOUJOANOS Np UOTRpPULALOOAL P| 
J1U9}GO Invj [I ‘sorjqnd ssiusp op 
SINOQYP II dISss09gU I0[ ap 1afoId 
I IS “dilOIp ap aUUOIOO PT suep 
sieSuedj a] 19 ayOnesS op suUO[OO 

eB] SuRp sivfsue.| ‘ayones op 

sased saj ins guidumt sinofno} 3s9 
10] ap sjafoid sap anBuljiq 91x9) 97] 
“(QUdWAWIDANOS Np yUsUeLg INb 10] 
ap sjafoid sap seo 9] suep guUOp 
1Sa a[qesuodsal alstulw np o111) 
Q[) ulesed np wou 9] 19 91NI99] 
aigituaid eB] ap aiep eT JUsWeTes9 
quayiod sjt ‘ainjool argrueid 

PLY ‘Jafdwoo gnu! UOs ja TOT 
ap yofoad np oiguwinu 9 ‘ainye[sis9y 
PI ‘UOISsas P| sgnbiput jUOs 3131) 
ased ef Ing ‘10] ap sjafoid say sno} 
Jnod owi9u P| Iso UONRIUAsgid eT 


"(gard 3919301 ,.p 

Io] ap sjafoid 39 oseyUaWaIed 
DANPNIUL. p Ja o1fqnd yg19}UI pp 

10] ap sjofoid ‘juawauIBAN03 

np jueuewy o1qnd 1919)U1,.p 

10] ap sjofoid) toy ap yafoid 

ap odAq onbeyo nod sgaisas9i JUOS 
saijjiyo op sodnois saq “sojguinu 
SOUIQUI Ssa_ pusidai uO “‘UOISsas 
anbeyo y *«S» 9119] eB] Jed 
“ugg np JuaUeUI9 Inb xnao ‘«J» 
a9] P[ op gpgogid 1sa sauNWLIOD 
Sop s1quIeYD P| op }JUaUeWIg 

inb 10] op sjafoid sop o1guinu 

3 : OIQUINU Ing] suep agnbIpuT 

189 Io] 9p sjofoid sap ouIs107] 
‘JuoWaLIeg ne agjuaszid sane[sis9| 
ainsaw 9uN,p aulostaold 

UOISIOA PI 1S9 10] op jofoud us 


10] ap sjeloid saq 


*SUONPOIJIIQA SOA SUBD 

auley Ud ZalLInod snoa a8esn jonb 
OAs op dinsowi us snid zolos 
SNOA ‘jUUUAIAOI s{I NO, p JURYORS 
Ug “SNOSSOP-19 s}1O9p JUOS 
[lear] 910A Inod sain snjd soy 
suoneorqnd saj ja s}uaunoop saa 
‘suoXowl sioarp sed xnediourd 
SINDJOIIIP XNV UONPWHOJUI, | 
QUILUOYOR Jo [IARI] Op 

s]UdUINDOp $30 9}1JOLId Us sUIUex9 
aq “Wood sj sfanbsoy ins 
$]eg9P So] JURAINs Inof 3] ‘presueYy 
9] JUSTE }OU ‘s}USLUNDOp $30 Op 
solle[duiaxa sap ylodel jUaWaIeg 
9] OBA UOSIel] P| ap UONOOIIG eT 
“SO[[SIDIJJO Son3ur] Xnop soj suep 
suoneorqnd op siquiou Urey 
UN_,p UOISNJIp P| e 19 UONeIedgid 
P| B Nall yUoUUOp jUaWATIeg 

Np Sd}ULINOD saIejye so] 


“nagid yeqgp un no 
aleyuowoied 9}1WI09 uN,p uOTUNgI 
aun Jed juessed ua sajeio suonsanb 

ap sporigd e] juepued sJarnored 
asueyog un e 10] ap jafoid un.p 
uondope,| ap no 1odgp np juey[e 
SOUDIIIOI OOO p UOIAUS 911e1} 

B UCN] Pl ‘OG6T S!AIS s9uuR | 
JUePUdg “1919)UI,p dUIeWOp 

Ing] SUPP XNPIANOU $}IPJ So] Ins 
SUONBOIII9A op spsreyo xnedioutid 
SINdJOaIIP Sd] JoUBIasUaI 

ap 19 JUAWI[Ieg NP SPANO Soy 
Jo[[I9AINs ap a9gB1eYo Iso }UDWI[Ieg 
9] DOA UOSTeI] BP] 9p UONOAIIG eT 


{jueyodut .p asoyo 

anbjanb gnbuew s0Ae sed ou op 
UIRYIS0 9119 JUSTO) {JUNWI[Ieg 
ne assed as inb 90 ap jueINOD ne 
JIU9] SNOA snoA-Zaanod JUSWUOD 


‘jUQWopIeg 
9[ 90a UOsTeIT op ajuIo[py 
uoidiys AjoH sed 


sollejuswajied Suoljeojqnd sap apinb a1j0/ 
: jUsWa}ed 3] ANS Syouelq OA}9 JUSWIWIOD 


€T suorutdo 


(F861) ‘akq uay ap aiopugi VI 2 
asDUlloY puad ‘Ago]H np UNYUdLI 


LAUDE “BW, BMRA Lv HOT) y Sr QL JIN 0.1 UNO y Save BOA NOT ‘oir ‘AVM Bu Ag City 


> ea f 
Oé a : Ps 


(6861) 

 MOSTIM [O0UST 
‘sauDU1 J Sap a4jsmunu 
a] 4nod sajjaanou 
sauuog ap v akq uay 


““SINSWIDOX Lgetsas as0K! LnOgy 
“Nias ‘AVA 3KL AE" HO 


(L861) Uaamo]]vH,] 


auleyj 4nod ‘QIP1IOS 

quo inb sanbysiaouny D] ap SAN OUDUL $A4JS18.94 SA] SUDP 

suissap xnaaquiou ap gyivsod vy su p anbiywoulsofur 

uoyonposd 0] ay1asns auajsds nbaanou un,p 

[Ddguas AnaqvoIfldga UONINPOU1 | ADI DpoUuvDD-O1pDYy 

np j40ddv4 JIPIIOS VD] ap SAaiouvuif 

4 ‘24GOI90,p Siow sipj9 Sa] ans uoluido aun sajnusof 

_wousnand, $37004 | a | np unf 0] S1aa anqng ap aiyigissodun 1 supp pano.l 


aS [DAQUAS ANIIDIYUIA A OST UT 


(1861) 
‘SLINOS JUN Sa daudap 


a] juop sip ‘sagydo.y 

sas nuapd 4a1gi3 

S043 ap Anasspyo 

un,p j2adsv,] 

Snos adjuou a nb ,& 

ADIS OJUOLOT 2] NOSap i; 28H TW $i OWid F 
akq uay ap januun Le T}NOA 308 HS 

yuoddo dauadd aT ei 


suotutdg Z1 


(6861) Sanajooifiuga Sapidpsqua SOU AYZLtD UU UATY (9861) ‘auuossad stunou piof v5 ‘uosiad ua jinu anjad auuog auy 


la Fee 
pee Ronn Bi & 
i \ *x\ 5/ oe an ee 
' —_— JY |!) ee 


fe “NANA ors 


\ 


- 
a 


aS 


“ya 1507 3434 aru?) 


peEey, 


<< 


(7861) ‘soyqnd sdaquap 

saj 4nod anbsia un asod nj22 anb ja ajduioo 
aipuad ap uovsygo,] ap sod juayinbov,s 
au 1019.,p S7191908 Say anb juawajavg 

ND ADUBIS JDAQUZS ANaDIIfLAgA Np 140ddv4 
aT ‘adios adpuad ap u0yv381]G0,p suoysanb 
Sap ajqvsuodsad adjSIUumu 12 AOSPAT, NP 
[lasuog np juapisgad Saojp 71012 ADAD qlaH 


‘T661 & [861 OP Hos Vepuew 

UOS Op sINod ne xneuInol sop suep nied 

JUO SoINjeoTIed sa] soynoy, ‘aAq Udy se[DEp 
‘«sjoodse sJUdIOJJIP Sd] IIstes ud ns jUO 
So\slInjeotreo say yutod yanb e so1o9gidde nod 
goevjd uaiq sins of ‘uoneoylIgA op xneard} 
SOU Op S}P][NSaI Say 9TOBOJO 39 QYIeIO 

dace ylenbrunwwioo uo] onb Joinsse Wi op 


358% 2K. S| 923K 
SDNI2LS ASU FHL NO 


de axou vce hn g1]Iqesuodsol ey sreae nb row jso,9 onb nA» 


735 1 Bem Ty 


Udy 9p S8iN}eOHeD ap J19Nd91 97 


TT suorutdo 


‘9)LJ9W np e Inb stutuoOY 9}gUUOY UN 
Jed 9811p 919 B epeues np [eI9U93 
INDJOIJLIQA Np nesing I ‘T66T & 
I861 op onb juoWaNs BIAS JOIPIOA 
JI ‘S99I[GNO SdSIDAOIUOD Sd] 

19 d9QUOJAI aIgISsnod RI SIOJ aU) 


“O])SIUILU Np dIpsJO un - sonbiy1[od 
suolssoid ap uosiei ua astid 919 
PAB UOIsIogp eB] anb uorssaiduut | 
wear [I nbsio] ‘anbiwouce9g 

nod uolsiogp oun je[quias 

Inb 90 snod ‘aieuuoloUCj ap no 
AISIUIW-Snos op gslisnyj stewel eu 
[J] “SOdQISIUILU Op 19 SasTeUUOTIOUOJ 
ap SdANeIIUI Sap jUataTeIOgds 
gno] e I] “suOTeIOITgWIe 

Sd] JUBI[NOS e [] “UdIq WeUUONOUOJ 
anbneig ploredde | ‘sourewop 
sulejia0 suep onb o1Ip op nod 

no sed e.u [I sa snjd inb ‘srepy 


“sosneo SIngl ‘oloous JuRYOdUT 
snjd ‘Ja uoNses asieaneul ap 

19 ode[Idse3 op seo soy JUeUSITNOS 
Ud BpeURD Np safqenqiUod so| 

}9 JUDWA[Ieg J IAJas ‘sinassaogpeid 
sas onb juejne yno} ‘e oAq Udy 14 
“SOUNOR] SOT JANOOgp Wop a1sod 
NP dIIE[NjI} Vf ‘1Oy 91190 op souL9} 
xnVY “UOI]sas ouIes op sanbijeid 
Xne Syed9 Saf Ja[eusIs Inod Ry 1s9 
[D1QUAS ANAIDIYIUIA 3] ANS 10T BT 


‘ayia np e inb awiwoy ajguuoYy 
un wed abuip aja e epeued np 
jesguab snajyeoiyjuiaA np neaing a7 


‘gisnf jo 

9[GeUDAUON }s9 Inb 90 ap a4q Udy 
ap uondaoiad ey ye}ougp woddes 9] 
JUDWWLUOO IIesIp 77D puv aqo]y up 
dISITELO}P? Un ‘sfanuue syoddes 
Sop UN, Ins oJ1e}USLUWIOD UN sueq 


awwoy,| 
assie| anb sluaAnos 937 


‘913 9)UI UOHPOITII9A e| ap }daou0o 
3] Ipuojoldde 3a 131e][9 JUOWQUIOU 
eB Inb jeigugs INaIBOITLIQA 

Np OUIWOO dA(j Udy op BIPUSIANOS 
as UO sJoje “uoWoUTUeUN sagnTes 


SoUIPUNY SaoINOssal sap UOTISaB 

PI IP SUONBOIFLIQA So] “UDULILLIBO9I 
snid 4a (singe Jo sanbysugoerre|) 
‘saquleuoD) santdeyo sion sof suep 
sagaginos sajueyodun yuawgpuojoid 
suonsonb sg 19 safeosty 

sasuodgp sop uonsonb ey Jafs91 ap 
stutuiad yuo Inb saoLjegdo SOAR NIUT 
SQ INS PU] IPI 39 ‘onpud}9 sIpUIOW 
ap uONPOgA 9uN otUIOO ndsad 
189 Inb 90 B JIUDAAI R aISISUOO INb 
‘9]Ua091 snd soURpUd) OUN dSIOAUaT 
BpeURD Np [eI9UNS INdIBOIUQA 

np neaing 9] ‘anuoo Jed ‘Is 


"JeIJ_.| OP SlaIouRUY s1eI9 So] 
JUSTepuUeIS JoJONPUIe B IssNgI MOAR 
Inod ja neaing ne sanbisojouysey 
SUOH}BAOUUI Sas Inod afqj USy ap 
jNOLINS BIPUDIANOS 9s UO ‘ssoInOssal 
sop uonesiundo,| ap UONPOTUgA 
Ud J9 JIIWOJUOS P| Op UONPOIFIIQA Ua 
‘QIQIOUBUT] UONPOILIZA Ud s}epueL 
Sas op uOTNIgxa, | Inod agyrunty snyd 
QpouJ9UI UN k IIUSADI ap - aplogp 
NO - JOIOJ 1S9 [PIQUS INIIBOIJUDA 
Np neaing 9a IS “jWapgoons 

Ing Inb sjuswWDUQAY Sap UOIOUCJ 
ua sogsnf yuos souuosied sa] 


eiaini sdwia} a7 


“gal In9}008 9] 

suep onb o1qnd snawes 9] suep 1} 
uonsonb ua sited JUOS UONPOITLIQA 

BI ap 19 guiyiqeiduuco eT ap 
S[OUUONIpe) S3fOJ Sat onb 39 gyTenb 
QPULIS SAl] 9p AIOULUIT UONPLLIOJUI 
aUN  JUSUIQUEJURISUI SQ00R IIOAR,p 
spiqua xne youued uONesteUUOsU!,| 
NO JUSTO ne eTa0 3n01 14] 


“galid inajoes np safqeiduico 
SOUT Sa] JUaIJJO,Nb njso 

anb saoueuly Ud sapnig,p stutuers01d 
op odA} duUIgUI of MJO,p isloyo 

8 dAq Usy ‘ag139)UI UONPOIJUQA 

Ua aJOAO SUUQIXNOp op UONPULIOJ 
aun ‘gjdwoxe Jed ‘“asuadsip 

Inod sgoinossal sap uoTestunjdo | 
Op UONBOIUDA US NesIng 

Np soud9dx9,| 39 UONPWLUOJ P| 

R SOGMIISHI SIOINOSSAI So] JOSI[NN,P 
anb jon[q “3qeIdwico uoNIpen 
QUO} 9UN VAIOSUCO EpeUeD np 
UONEOIJUPA op neainq g| ‘suagdoina 
SonSo[Owloy sas daAe 91SP.1]U0O 


Jeg *«Saljjiyo ap Inaydwico» 

Q[ Issne jSo [I SIey “SINa[eA say Ins 
9]U9091 OPNI9,[ SWWOD saaentul 
sop a8einoous Inb Inayeaouul 
INIIEOIJLIA J] ‘DIICUUOISIA JJ 189 [] 
‘aAQJ Udy ZdYO anBojeue souepus} 
QUN Uas JUO SINa}BAIASO sUIeLII_ 


“yueavsedne j1e19 [[a,nb 

20 B SUONBOIJIIQA Sap anpudIg, | 
JQUOWUBI ap JoAessa,p 919 B 91909 
douRpUd} PI ‘SUIOW 9[ INO} Y 


“SRO 9[ 9100UN Sed ynj 
dU ax ‘soul[diosip sinaisnjd suep 
Sapl[os s90u9}9dwW09 sap juaTeine 

Inb sinayeoIJlIgA op uONeIgUg3 
d[[J9ANOU UN JOWIOJ JUATETTe 
S2[OD9 Sd] ‘SPIISSAO9U SaT[aANoU 
xne oipuodgi snod ‘anb j1esued 
uO, | anb aJIp-R-}s9,9 ‘UOIIBOIJLIQA 
P| 19 a[qeiduioo uorssajold ey suep 
auleyo ud UOTIOR9I 9UN aYyous|O9p 
UONPSIJLIQA 93190 9p aIseA 

snid onpuay9,| onb juatepuane,s 
sulejla0 ‘a9139]UI UOIBOIJLIQA 

ap sonbruyoa} sap uoneordde,| 
ap Inqgp ne ‘sue xip e A I] 


‘orqnd inajoas a] suep ynowNs 
‘UONPOIJIJA P| IP UONN[OAY, | 
ap 19 sjuanbgsqns sjuawauga9 
sop oipusdgp uaiq jWeLinod 
uonsanb 93390 eB ssuodgi BJ 


E166 

@ T86T Op “epeued np [e19u93 
INDJCOIJLIQA OUIWOO [I-}-BJOSSLIO 9S 
ahq uay ‘sdtu9} 9] Ooake “JUDWIWIOD 


aAq apoued 
B] ap uo!eNnjeAg aun 


“WOHBOIJIIZA Bf Ap 19 91I[IGeIduICO 
e] op spuow! ne jugueULIod 

ssa] UOS 1S9 [Q]7] “4nol 9 

NA & IQ],{ enb feuoneusajur nesaru 
ne onbiijod e| ap n3ie suas uos 

@ 19 SPUOJ Sap JOAg[ ap s9uoedeo 
Sas R ‘ald1aUg UOS R ‘ahq Usy 

OP I[PUIZIIO S9PI,[ B BORIS 189.9 
anb sarfqno steurel yreipney ou I] 


“yuowaddojaagp ua shed say 

suep sanbiyqnd uoneoijliga be] op 
12 91[Iqeidwoo e] ap juoWIsOUR AR, | 
JasiJOAey ap 3so Inb ‘uorsstw 

BS op UaIq seu) oyINboe,s [QI] 


‘sonbiiqnd saoueuly sap a[QIUOO 

ap sainaigdns suonninsuy sop 
Q[EUONLUIOJUI UONeSIURSICQ),[ 9p 
soordsne saj snos “(1G) IVSOLNI:I 
op juataddojaagp ap saneniuy, | 
2P ‘OSGI Ud ‘UONeDIO PT ISA PIDISOI 
Inb a[eIpuOW UOTINGINUOD eS 


‘anbiqnd uoneoiyliga 

P| Op UONeION_We oUN,p 

ajInsinod es suep - juauoddojaagp 
ua sXed say suep ynozins 

- 9puow sd] suRp jnoYed IIe 1S9 

[] “O[Q1 90 JUDWAIQLIPPISUOO IBIe[9 
19 9pl[osuoo ev ahq Uay *99189)UI 
UONPOIIIGA PB] Op [eUOTeUIO}UT 
Joruuold un 10s epeued 

NP UONPOIJLIQA ap neaing 2| 

anb 20 k gI[I9A WBAR [JaUOpoRYy Wir 


“So[PUONBUIO}UI 

suoysenb xne yeyod jI,nb 
jo19}UI | 9Aq Udy ap juenbiew 
snid a] adse swUIOO IUa}01 

ualq Welnod aiojsty,|[ ‘slojoinoy, 
"SIU -sIeJ Sof 9aAe JUWUD;UIO[UCD 
SPANO SOp QUI Pe [I 

‘Quuonuow elop swwog ‘epeurd 
ne sed jualeyIUWI] 9s BU UONPOISIQA 
Ud SPJISIOAIP S}QI9IU! SAG 


9}SI[PUONCUIS}UI 7 


‘anbyqnd uonensiuiwpe,| op 
g[quiasua,| Inod suo PI 11qQRI19 B 
OJl[ B Saplory 39 sIouoD syiodde sap 
SURP SUONBOIJIIQA SOP SUOTIE}E}SUOD 
Sop dORdIJJa UONPOIUNUIWOD P| INS 


situ 8 [I,nb yus00R7] “UONROIJIIQA 
Ud dIBO[OUYSe) d][2AnoU 

P| ap Sof[aanou suonevordde soy 

19 onbiyeuUoOjUl | JUassIeUUCD sno} 
anb inod gsiwi e [I.nb souejsisut | 
Jed epeues ne s[qeidwioo 

1ng}O9s Ne dIOA P| gIUOW 

e I] “gAlid InajD0s 9] suep ‘alyed 
gpuess us 9 onbiqnd uonsuoyj e| 
2)no} suep ogidope 919 jUDWaTeUTy e 
‘gnbod9,| @ a][aAnou jUaWa}g[dw05 
Soeqeiue onbijod es 


“SQUIBWWOP Op 9IISIOAIP oun suep 
sjuiod sap gnbiew e [] “e[ ap UOT 
“QNIOJOIA gINas es sed inj ou aD 


SAJOJDIA SASNaiquiou aq 


*«QAIOS9I 

SUPS JUBUDJUIPW Sd SIQIOUPUTT $}e19 
sg] Ins uotuldo uopy ** sigIoueUly 
UOHENIIS BS INS UONPULOJU! | 
{UOWOUIZANOs np safqeiduioo 
SUONUSAUOO xNe JUSW9ULIOJUOS 
“\USWIQpl] JUa}Uasgid 
JUSWIOUIZANOS Np sigioueUly 

$1e19 Sol ‘jo4guas AnayvIf14igA 

a] Ans 107 e| op uONes;nwod 

pe] sindap ‘stoj aigiwaid 

RI INog» : Jolepogp nd ouop e a4q 
yjouuay ‘yoddel Jorwap uos sued 
“"sIUQ)-SIeIg Sop [eI9UYS INa[QIIUOS 
9g] Soave JUSWAJUIO[UCS agUSDU 
«XNBIQH9J SJUSWOWIIANOS sap 
susiouruly suoddel say ins apnig» 
2[qeIOU 19 opuRIS seu) PT sLIdWOO 
A ‘uonoeyjsnes 1109}q0 Inod a)sod 
Ud SaguUR XIP Sas Ny[ey ene IN] [] 


“IAJOS9I SUBS 

uoruido sun Jauuop assind [I,nb 
QOS ap ajuesiejsies snd sigiuew 
oun ,p so}dwioo sas ajuasgid 
JUSWOWIDANOS 9] anb 9Six9 eV 

[I Inggp 9] seq “Int Inod juso}du0o 
SaJJIyo sx] “uoNIpes sind 

snd ef suep 9[qeidwoo un ‘oinsow 
981k] oun suep ‘Jsa aAq Usy 


*941P.1]U00 

ne Ud “991B9IU!I UONLOIFIIDA eT Op 
*INdSQO }9 9}SBA slojied ‘ourewop 
9| INS 991]U90U0D JUStUONbiuN sed 
y1)9,U UOU9}}e UOS onb aijIUsIS 
oh Udy op agijisiaaip ayooidde7y 


Saljjlyo Sap aoueyoduii,q 


"TeI9Ugs 

INIIBOIJIIJA Np nesing np sg WANoe 
sop 19 }epueW Np UOIsUedxa 9)NO} 
JIUg}U00 op JoAesso Issne j1eLInod 
JUSW]Jeg a| No jUsWIOWIaANOs 

QI ‘slojainoy, “IWUAA Re SUOTORsUeT] 
$9] INS UONPUWUOJUI | 93N0} 

SAIOSAI UONPOIJIIQA Op neaing 9] 
anb ays Ud alle} ap JUdWa;qeqold 
JUOIOIESSA S}USWIOWIDANOS 

SINJNJ SI] 19 “SeIPSU So] 

Jed sQUUIepUOS JUDWAAIA 919 UO 
JUSWIDUIDANOS 92] Wey anb saig}sAu 
Sgj ‘9100 UN, “aUWI9) Buoy 

B a1leJJe 9}}90 ap ssousnbgsuco 
sap Jasnf ap aploijgip snyd iso [J 


‘guigidns 

Ino_ ey Jed agjafo1 a1j9,p JUBAR 
QouRISUI dIQIWAId ap SUOISIO9p op 
ya[go,] 1B ye BsNed 93390 aonb 3s9,9 
‘guuoj9 Inb 90 yey Uq ‘onbiprinf 
uoneigidiajul,| @ oyINs JauUOp 
yeAdp UO,[ aonb asuad suoje,p 
JUDWIDUIDANOS J] “UOWaLIeg 3] 
W1e}9 SINODAI JOIWOp UOS “JUdA[Ieg 
NP SOIAIOS NB IJIBUUOTJOUOJ 

anb jue} ua,nb 98nf yuo 

xneunqid) sat aonb sored ‘asneo es 
wespsod ji,nb yipgid yuare sureyao 
anb usig “epeurd euljoneg op 
uontsinboe,| B sagi{ sasuadgp sap 
UONPOIFIIJA PT UIIG R Jou Inod 
UIOSAq JIPAR [I JUOP UONBULOJUI | 
ap I1u9}qo Inod juowaWIaANo03 

J] dI]UOD s9UIR]US WRAP 


suotutdo OT 


6 suotutdg 


so1ydvisoinw DMvyC 40d oj0yd 
‘T66[ S4DUL ap siou nv ‘akg 


aluuavap VD] ap SAnai 


[!,ab oymsinod an3uo] e] op nouns 

UOSIEI UD 9}1OBU9) BS Op Issne 
19 sonbsii sap sipuaid ap sfq uay 
ap gioedeo ev] op epualAnos 9s UG 


xneunql} 
Sa] JUBASP UOI}E}Sa}U0D 


“nyeagid 

SIO} DUN a1ONUa B SadUaNbgsuUOD se| 
anb sasned s3j ins jue) Javod Wop 
UONLOIJIVA J[QeII9A oUN a[fanbe| 
uO[as a[[aUUOSIad UOTOIAUOD 

es Ja sanbsti sap oipuaid 

B 91U93 Np Isa 9Aq Udy sie 


“UONROIJIIQA Op o[eUWLIOU 

apoulgU P| JUDPIOgEp sapni9 

sao aonb jusuuiyye Inb ‘neaing 

NP INIIIJ}X9,] & 39 IND9IUI,| 

R ‘XNO JUOS XNdIQUOU ‘aJOOUD BT 


‘sauuosiad sad 

ap afued yey ahq uay ‘elqesijee 
UOISIA aun ‘UOISIA auN sed seayqey 
sauuosied ap ulosaq & ajJaid0s BF 


(0661) «1UotWapUd 19 SOIAIOS 
‘sIng[PA» 19 (Q86T) «solURPUOJIOd 
suonesiuesio sap sanbiystugjoeseo 
sy]> {(€Q61) «aanonpoid uonses 
oUN RB SdAPI]US SAT» : syjUeWOdU 
JUDWUQSUDUULUT samIdeyo sou xne 
Nal] UUOP 1UO Inb suONeoIFIgA 
xne sguuop e [I nb uonewal0, | 

19 Jue}suoo Indde_,| 1ed anb ‘feigu93 
INI BdIFIVA ap ojsod ne saguue 
XIP SOS 9p SINOD ne “9IJUOWPP 
XNOIUW [I-]-,[ DU UOSeJ a][nNU aq 


adns saipvo ap adnoss uj 


“squuosiod 

$20 op ated yey 
akq uoy ‘aIqQesiTe9I 
UOISIA OUN ‘UOISIA 
gun Jed sa9qiqey 
souuosiad op 
UIOS9Q B 9191908 BT 
“sa[qesi[egs JUSIOS 
SOAQI SINIT anb 

}S9 IQAQJ1 JUdANad 
nb xnao Jnod snjd 
g[ a1dwioo inb ag 


‘onpual9 

apuels op UONPDITIIJA P| Op 
jdaouoo np gnbiew! juowassi3Ie[9 
un_.p sogusedwiooce 919 1UO0 
SOANRIIUI XNOp Sag “gun Woddo, | 
ap suas un.nb snjd uaiq yuonbipul 
sa[eosi] sasuodgp sap uonsonb 

B] 19 aIdWOo sIpud ap 1e1g.P 
$919100S Sa] Inod uoNe3I[QO, | 

ap uonsanb ey] Ins sourigAgsiod 
BS ‘[PIQUYS INDIBOIJIQA 

ap aisod 9] 9dnao0 e [I no aporgd 
RP] Jonjeag,p 13e,s [I ,nbssoy ‘siepy 


ajqesije9s UOISIA aul) 


“JUWOU UOg ne onbis[e1agu 
julod un,p uowexa,| e so9gIoesuoo 
919 JUDIBAe NAG Np saoinossa1 
SgJ ‘SIOJ UN dJOOU “ouUsIpeueo 
uonendod ey] e 19 JUSWALIeg 

Ne a9[9AgI 919 B DWUIWRIBOIG 

np soyiad sap gy1uw0Ug, | 

anbslo[ agouRAek Zasse 31P}9 
sa[eosl] sasuodgp sa] Ins 9pni977 


“sueyJOp 

9P SpJel[[IW op SoUleZIP Sap R “s[o9J 
SOULID} UD “JUDTPAIIY,S WeSUOUDI 
JUDWIDUIZANOS J] sajjonbxne 
SOWWIWIOS $90 IS SWIOUI “SaeOsIy 
sasuadgp sap a1duio0o aipual 

QP UONPSI[GO,P 19 a[QIUCD op 
sudAOW ap souasge a8uUeI}9,[ a1INS 
ap INO} gAgTal ye Inb 9Aq Udy IOS 
90 onb juonbojg sug puenb js9 I] 


“9ULI9} np onbissejo 

suas ne ‘saigioueuly suoneigdo 
sop sed juos ou sajeosiy sasuadgp 
saj ‘afqeiduioo surewiop 2] suep 
49 SINDJBAIISUOD 3119 B JUSPUa} 
sa[qeiduioo sa] “agpl 9}}90 91]U00 


SA9AIIP JUOS 9S XIOA SaSNsIQUIOU 
ap ‘sajeosij sasuodgp sep 
UONBSIJLIJA ef 9p }daou0d JJ URAL, | 
Op SIW B [eIQUIS INIIBOIJLIDA 

np neaing af onbsioj anb sa 
‘\ueuajuIeU 91[{Qno onbsaid ‘yIeJ a7] 


‘satqudaoied uou sjodu,.p suejjop 
9p pJelyyiw un op snid op Jouses 

ge onbuew un sed 9pyos 11e19,s 

Inb ‘anbiguaios ayoJayoos P| 

Inod jodi ,.p 11p9I9 op swUeIB01g 
Np nuuood usiq seo np y1Be,s 

I] ‘Wesinposd 9s a1u938 np osleyye 
aqjne oun ‘pie snjd sue xnoq 


sajeosij sasuadap 
SOP UO!PIIJI9A BT 


‘C861 

Ud SILI[OP op PILIT[IW pT op ood 
aun g1e[o9p weae inb ‘“1epeues 
JUDUIWIOU “121g .P 9191008 

OP SIQUIOU Ule}JA0 UN,p d8eI[INOJeO 
gj Jed a9jdeo y1e19 o1fqnd 

np uoNuUs}e,| ‘sa}dwoo sap aipual 
ap UONeSI[QO,]| ansoOR Os onb 
Inod uorssaid jresiey [i.nb siopy 
“pie snyd Jajgd91 as sunayjie,p 
yeAap Inb 90 ‘IndAvj es ud gnol 

JUO S}UDWIOUgAY Sj ‘s}3uIA-os}eNb 
soguUe sop InqgpP Ne Io] 

91190 op uoneordde | e aouaigduioo 
es jo Indde uos 9ya1d e pI,nbsio7] 


aoidoid juawow a7 


“syueyodult 

JUDLW9[QeISd}UOOU! JUOS SsgINe}SUI 

8 IO] a[[aAnou e anb sopiesoanes 
19 S9JQNUOO sof ‘sIoyaINQL “WIT. 
e yuouUdedde Inb sgyNUa sao 
suep sgsuodgp juos sorqnd sisiuap 
S9[ JUDWWIOD xngIw pusidu0o 
JUSWI[Jeg 9] IS NO sa0ROITJO 

snjd 19 sajuaioryyo snyd yeig.p 
SPIPIOOS Sd] NPUSI JUDWIDATJOOTJO 

B dIPPO 90 IS 9J00UD apueWop 

9S UO ‘sIOJaINQT, “UdIq aUUOTJOUOJ 
xneiogds suswexe sop swis91 9] 
‘psey snjd sue xip 49 s0eyd ud uaIq 
JUPCUDIUIEU JSD SUOTIROIJIIQA S30 
inod 1[qe19 sped a]: “saoInossal 
sop uonesiwido,| ap suOneoIylIga 
SOP R SI[BIQPJ IPI .P SPIJIOOS 

Sd] a1}]9WUINOS 9p UONeSI[GO, | 

dp UOHeINe}sUI | sup UeTd JorWdId 


ap gJO1 un gnof e nesing 92 ‘aXq 
Uoy ep Jepuew Np INQgp 9 Sad 


3€}4,.P S9}9190S 
Sap soUe]|IaAINS e7 


"sa9}Sa]uooU! sn{d say suonesiyegi 
Sds op souleyI9O Jo1gUNU9 Inod 
101 don sed 1s9,u [I Wuepuadag 


“JgououOld as ap enauLIed sdura} 
d[ [NI “auWID} Suo] eR sastidanua 
sas JuoIne nb souanyjul | 

B PIOINSIW 9S JRPURLU op SoguUe 
XIP S9S Op UOHORZ] “sapoy9u op 
awwes oun ano} Jed sagstigjovleo 
919 1U0 aA4q saguue sa’q ‘snid 

ualq 1dwoooe e aAq Uay sie 


suoljejualo 
Sa|J2ANOU ap ajnoy aun 


“galid 

Jna109s np 19 o1[qnd 1na}9es np 
SPINUD Sap saieyje sol Inspuoyoid 
Ud JapUOS ap UdAOW SUIWWOD 
apgidaoor jusWo[eI9U93 JUeUD}UIEW 
1S O[[9 19 INdII9}x9,| B19 EpeuRsD 
Np [e19UgS INd}eoIJLIQA np nesing 
Np ulas ne gnjOAg kb 991891Ul 
UONPOIJLIZA BY “SUdIpeURD Sat sno} 
2P NUUOD UsIq sWIQUI-IN[ }Ssa DAG 
udy ‘asiyouely es Jo souepusdgpul 
uos nod epeurs ne nuuoods 
ginowWop epeuey np [ei9Uu93 


INdBOIJLIVA Np nesing a] “sayor) 
$20 op JUdWass![dwosoe,| suep 
Sa[qelgpIsuod s9180I1d sap 9sI[e9I 
e afq uay ‘a}sod uos gdnooo 

B [I NO Sa9gUUe XIp Say JURPUdg 


“JUDWOUIOANOS 

NP SUO[IYO9 S9J SNO} B sadINOSsaI 
sop uonesiwiydo,| ap UONROITLIgA 
pe] ‘onbyeid ey suep ‘101d 

@ aaj}JaW Inod a}sod uos ap ouley30 
gouanjul | JaAodura, p juawoW 
J ‘UONeplTOsuoo ouN Re Japgooid 
OP JUDWIOW J] VOUDPIA 93N0} 

OP 1eI9,D “9gIBIUT UONPOIFLIQA 
ER OP SIOA ek] SUR 9BEeBUd }9 
9J10JOU neainq uN : sInassaogp9id 
xNop Sas 9ssiej jUdIeAR nb 

90 Op 9II9y JUOWUWWIApIAg 

B [I [eIgUgs INoIeOIJIIQA NUdAOp 
1s of Udy ‘TR6I Ua ‘onbsio‘] 


uolepljosuod 
ap epoiied aun 


“sgoinossal sop uonestwijdo,| 
JoIjII9A op Jepuew nod 

yeuuop Inq Inb jeigUgs INd}BOIJLIDA 
9[ INS 8/61 OP 107] e] 9p uoNdope,| 
919 & [JJoUOpoRYPy Wir ap UONesITe9I 
Qpueis ey] “sudexXo Sop ONpuUdIg, | 
MNBIe[Q OUOP Ue][eJ [| “SdINOSsoI 
sof Josiuijdo,p a1onos as soiqgnd 
siatuap sap asuadgp anbuooinb 
a[fonbey] op nda ud a}du09 sipual 


oP UONeSI[QO,] aNloHoe eR JOIIOA 

: yuevodul snjd 2] a[QI UOS SUILUOO 
WeIQpIsuoo [I,nb a0 Jonof ap jeigug3 
INI eTJUVA ne anjauwed Juateanod 
au ‘sourseAe}x9,p 19 o8eTTIdse3 

ap slogud seo sap JaAzIal B JUD}SISUCD 
Inb ‘aredanuoo sues s}uswored sap 
anbiuyos) ey tu anbissepo ajqeiduwoo 
ayooidde | 1u anb uaiq yeussduioo 

[I UoNsas op UOTHe][NSUCO 

Ud doUdLIgdXa UOS Bp WO] “a}UDIDTIP 
UOISIA OUN }!eAR [[OUOpoRJ] SOWELL 


“ugIpeUed 
g[qenqijuoo 9g 39 uoWIsoddo,| 
ap spindgp say ‘sajsttewinof say 

juatejal as fonbg ins fonuue yoddes 
un yelyqnd inb uonnysut sun 
NUIAAP 389 ‘a[eIgp9J 9INUS a[duus 
aun,p ‘nb neaing 9 gsoydiowej}9u 
JUDWOUTeLA0 & «INBLIOY,.p 

SaNOIsIy» sop onbipr} ey “jUOWeLIeg 
np uous, | 9417e 39 xneunol soy 
SUPP Sd}JOYOURU ap dIQUIOU 9 TUD0R 
ev ayooldde ay}a_ ‘aredazuoo sues 
sjustuared s2j Ins yUs008 | JUR}OU 
Ud NeIING Np 919IOJOU eT DNIOLoe,p 
1119 UOSIOpUdH] [[OMXe|] Op 
Jipalqo;] “ppgogd yuswayelppusuut 
yuo, | Inb sawitwoY xnap sap 

SJEPULUL Sd] 19 [eIQUS INDJBOIJLIA 
ap ajsod ne saguue sas areduoo 

UO, IS JUdWWOIE[D Wesedde uostel eT 


SUOISIA Sina] JUaIeAe 
inb sinassadepaid saq 


“epeURD Np [ei9Ugs 

INIIBOIJUDA Np neaing yj Ins sfq 
youuay op soUoNJUI,| JINSOU es 
9)no} suep Janjeag Inod 39) doy js9 |] 


*T adnidvy2 uos ap uoyovpad VD] v ak 
UIY IAD UONDAOGVIJOI aflo.lj? Ua 
A]]IDAD.Y D [1 ‘SagQUUD Sasnaquiou ap 
juopuag ‘januuv jioddvy a] asmpoid 
ap as.avyo qivja |] ak] amtuasap 

D] Jubpuad suoywomununuod 

ja sjtoddv. sap odiouid 

AnajJadip JIDIP WIUUITY PUOUsSaC 


MIWWTY puowsaq Jed 


aluusdep oun : 8Aq YyjJoUUeY 


suotutdg g 


L suotutdg 


‘ak UDA Ja Sdakayy ajpladyy ‘AXq uay ‘Sjainvsaq 
‘QUAD UOY Ja adq Uuay Kaj41ys ja siuaqy ‘sdakap CUD] ¢ ayloap v ayonvs aq 


—— 
ed 
os 


y 
4 I 
7 4 
ae i 
j | 
; | 
J / 
pid 
] j 
ieee 
‘QUID UOY JuvAap ‘Ak uay DAS ‘QUID A 
vanbyjid aun aiffo JsanQ-p4ON Np Sasopi44a J, uoy ja ad] UDA JUDAap ak] Uay V UOISSNU ap 


sap dO np mapisgad ‘gindgp Uoisaqqis YIN 


gououa, | ajuasaad (ayonvs) ‘As ‘sioqng puowdnoy 


x | 


A 
un rt ' 
Oe ae 
sf £8 gal \ 

oe 


DAS ‘Sdakapy MDT 


\ | 
‘ ’ 
woprurop wor i | | 
« "Papyonepey bead 
| j 
JYOr FHOn puorpouUnd) Yer FHO/,» | j ’ 
ge A ' i 
‘TJaYon uaainvyy ja daquads vpurT parwg Kapays kG 
‘yoyy py qodiouud 1naj2a41p a] UIY DUDA UOY BUOMSULLY 4IJaq / anlotp v ayonvs 


ja ak uay ‘MojivaD qog ‘DA np jauiqvo ap fayo aT ap ‘WwAMas ANAWIYUIA a] JA ANADSIUDS AO BINUOD AT 


suotutdg 9 


(vVOA) unysno py ayy eXqruay (OAS) anoy py (VOA) ‘ad uay ap Saasafasd SainjvoiDo sap saun-sanbjanb 
ont prywys Ja (YOA) Av.awoy ping : anotp vy ayonvs aq juvaap (YOA) auaqyvyT &ny-uvar ja siogng &qvH 


“YJMUG SADUDA] OV ‘nvaing a] 4pd agsiups.4i0 naipp,p uoyndarz4 
anuaauang vj JuajIDYyNoOsS akql Yjag 1a YsiajsaT ‘sauve D] OY SaftAul Sa] juapjianzov ak] Uay ja UDA] 


‘ak Uday Ja UDA] 2aAv 
oo np ausisap quapisead ‘“uaiyjnv-y 14aqoy-uvar 


«+ prod wo yopnrop bono 


“Ip op wonmazeg * 


o104d uOYS 
dod aiquivy vj ap juapisgad np 4auip np sojoyd 


‘(anoap) uojsuyor uog ‘uoY,] 1a (244ua2) 
‘(ANOAP) a1] aS1OT sayy AOsa1] auuosiad DV] ap SOAP Sap BUUBIPDUDI UOISSIMMMLOD) 
np jlasuog np quapisasd a] Ja uapjoX xv Bq uay D] ap quapisead aj ‘Uapjvx jjamxop Vkq vay 


«doy AY» uosuvyo v} ajaiduaqui 


mb akg uay ausvduooov uojsuyor uogq 


; =) & 


Ss 


“BIquInjoD 

ysniig Jo preog uonesusdwog 
<SJOHIOM NP UONSaNIp ef ap 

Joyp yo yUapisgid ap ajsod neaanou 
UOS B sOURYO sug JUa}IeYNOS | 

In| Neaing np spAo[dwes set snoy, 


«AeA, AJAP> anbissepo a] UOSey 

BS B 9191dI9}UT B SNOU [I “IatAeIO 

ne uo\suyor uOg ep guseduicooR 
‘Q[BUI] OP SINS UD Jd JUR}SUOO 
uatjnos uos Inod ‘uesy ‘asnodg 

uos e jelogds a8ewtuoy un npual 

e [| “Xnvapeo sing| ap 39 XNSOA sINdg| 
OP SPIAUI S| SNO} JIOIOWIII BUDS 
‘SUOIOLID, p Ulayd sInoosIp un sueq 


“QSIWUOI 

919 JUStUATeS9 v IN] spAojduu=d soy 
sno} Jed agus a11eo SSUSLUL our) 
‘sjpedwioo sonbsip ap uoNdeT[oo 

gun yeudiduuoo Inb ajgfdwuico | 

O9I9IS DUIBYO 9UN Ja NeaINg Np 
UOISSIWW Op JOU0UY,| op UONduosUT| 
jueyiod uoyey us onbeyd oun 39 (shed 
burs op ueusaold uONPoIUgA P| 

INS UONEUWLOJU! ,p $}9}90-PS9U CQO 
yueUaIdWCD) HA Np UONPOIJUQA 
Op SaguUUOp op aseq P| JUBUA}UCO 
WOW dO onbsip un ndaie aAq uay 


“saystfeuinol 

sop «sojuengugd» suonsonb 

xne jUepuodgi jeigugs INdBOIJUgA 
3[ JUeIUOWU saoUoNbgs op o8e}UOUI 
un Ud yeIsIsuco ‘auajuesield 


oun ‘Wey op “UoWaNsIsoluS 


yD ‘ah Udy eR Npua 

919 & oseUTUOY UN aI[anbe] ap sinoo 
ne sanbijqnd saneyje,p uoIssiug 
oun .p sfelogds j1eJ B INO} UOTIPY 
aun Jopresal nd UO sgyAUl sa] 
«'SO[QeAIPal JUOS SNOA sUdIPeUeD 
sof snoy» «shed ne saguuop 

ZAR SNOA anb saguUR SoSnII[IOAIOU 
XIP 9p UOIeIG9[9O» op UONdaogU BT 
gigifenb e uoysuyor UO] “saoinossal 
sop uonesiwndo,| ap uoNeoIgA 

| op sidaquoo sap ayInsinod 

BI SUPP SOURTISIA es Jo UONPUTLIAIgp 
eS ‘UOISIA Bs Inod a8oj[9 UOS 

juestey ‘aq Udy ap sa[qeJgpisuco 
suOHesI[egl So] QUUONUDU 

JUO SIDIOUSIDJUOO S2I SNOT, 


‘[RIQUS INDICOIJLIQA-SNOS 
‘sioqnq puowAey fle 


{eIgUZS INIIBOIJLIQA-SNOS 
‘sloop Ae] We 


‘gkq usy op uOHeuIWOU 

Bop JUSWWOW ne JOsPLL np 

[lasuog np ywapisgid 39 epeued 

np [eigqr] ted np juapisgid 
‘uo}suyor UO sIqeIoUuOY,T 


‘sortqnd sa}duoo sap 
jUoUeULIOd 9}ILLIOD np yuapisgud 
19 (SONQ-PION Np soo"I]) 
yapuayeNn op [eUO}LWA} 

gindgp ‘uoisoqqiS YIN ‘We 


‘apis IU 

UONPOIJUQA ef Inod suusrpeueo 

UONePUO,] Bl 9p JUapIsgad 
‘guemyod mod UOpIOH ‘ye 


: [eIgUgs 

INDJeOIJLIVA op a1) eB 9A Voy 

Op SUONPSITEQI So] JOUSTTNOS sonudA 
JUOS ‘[eI9UIS IND}BOIJLIQA-SNOS 
‘OUP, UOY ‘SIUOWWII90 op 

ANILUI JI JUOP ‘souUOSIad sunaIsn{g 


‘uondaog1 e[ 8 SNUDA 

JUOS SPIIAUI sayin Ja sINd}eUgS 
‘sgindgp ‘neaing np sgAojdwa 
OSs UOMAUY “UossIpeY [910K] 

B a9UUOp naIpe.p uoHdaogi oun,p 
SIO] ‘T66T SIP gz Ipnal aI ‘akg 


Udy & XNaIpe sas alle} 9p UOISBO0O, | 
na & OA Np jauuosiad a7] 


neaing 
a] ed aguuop uolNdadas e7 


‘Tresunyy AIp1YS ase, 

Jed jurad juawiajieg np sulyjod 

PI JUe]UASgIdal Neafqe) onbiyuseU 
un_.nb tsure ‘axsturw Joruaid 9] sed 
QUBIS ‘aOIAIaS ap SaguUe XIp Sas Inod 
xud un uay e 91Uasqud e ayjasio’] 
‘W381. S9I9IOOS 9p Jo SAIQISTUILH 
QP SpIIAUI sap anb Isure syuasgud 
yuatey9 neaing np xnediouud 
sina}allp op aquuou puess 

Uf) “UosIbad “ef JOIST] SOYIPY.| 

@ ‘Ud¥ Ap INoUUOY, | US [le}yOoo 

un jIeuUOp ‘preuopoeryy Apuy 
[eIZUYZ INI{[QIUOO ZI 39 ‘aI[aSIO] 
Sa[[}D JOSZIL Np [lesuo_D np 
juopisgaid gj Jed 9)Uaszidau ‘epeued 
NP JUDWIOWIAANOS JI ‘SIPU QZ 97] 


jUawausaAnob 


np uoijdas9d e7 


“SOUNWUWUOO sap sIqUIeYD 

B] Op J9 JUDWIDWIOANOS Np nedalu 
jney op sjueyUasgidal sap ‘sasnodg 
SINY] 39 UONSOIIP ap [IgsuOD 

Np Saiquisu say onb sure sgrAUod 
919 JUSTeAR ‘OJUOIOT, ap ‘xnodg uos 
Jo 9A SWI] Op ANIOs P| “IaAncouRA, 
op oune] aay uos ‘uay op 
QJeIPHUIUUT gI[ItUe] BY “oAQ UL] op 
}9 Ud Op INDUUOY,| Ud e[eS op JOUIpP 
un 9UUOP JUO Josely SW] 39 “osel.] 
uyor “J ‘SOUNWULUCO sap siqueyD 
P[ ap juapisgid 9j ‘T66T SPW CZ OT 


siquieyuy 
P| 8p Juapis9id np Jaulp a7 


‘suoydaoga saypdioutd siod sap 
npuat ajduioo un 19104 “sanbygqnd 

Ja Sagalid NaIpv,p SAaUOUIeAgO Ja 
SuOoNdarad SASNIAQUIOU ap PB NoAp na 
D akq uay Yo41gUuas AnayvoYfLigA ap 
Jopuvu uos ap uif vo] ap ayso1ddv] V 


judy JIOAD! NY 


SOPTD 


‘ajqenbreway 

Joyo UN, p suIPU say aUS 

jUeYORS 3 opnyginb ano} ua sued af 
“OA Np usar, ap sa Inb 90 Nog 
“nealing 3] [goal onb yuowasnf uog 
ap 19 souaLIgdxa,p ourU eT ap ‘TOW 
SUIWUOD ‘a}dwu0d BIPUAI as sjoInesaq 
siuaq onb stes of : aq "Y 


eee [eigu9s 
INd}LOYUJA NBIANOU UN sUOAR 
Snou ‘JUBUd}UIeW ¥q : suoTUIdG 


‘dnooneaq 
99eAOA B 19 [IARI] UOW Op UOSTeI US 
sayueulosey souuosiad sap 9a)U0oUdI 

@ O[[IUey PAY “WOSSdI UOUW ap }so 
orqgnd yso inb 30 ynoy, “SMATAIOIUI,p 
Japioooe sed ou ap gplogp e 

SUA} PY “sed ayosayo ou aITIWEy 
ew anb 20 ‘sinapofoud sap nay 

QJ SNOS JOLU SNOA [IeARI) 9O : AAG "YH 


GO[ETICUey 
SIA OJJOA INS sand [I-}-B a}sod 
90 suoissnojadgi saljand : suoruidg 


"salel 919 1UO suondaagp sou 

anb 39 sasnaiquiou JUOS suOTesITe9J 
sou onb ouisa,¢ “xnaiquiou 

nad sau) }UOs xnorw aey nd suoune 
snou anb juaumjuas 2 1e,f nO seo say 
NO 9[[leI!] JUO, Wu Inb suonsonb sa7q 
“ayoes of anb jueyne ‘sayo9g,p no sed 
SUOAP,U SNON “ndgp dnoonesq eB, W 
Inb 20 ‘aiduioo ap uly us juata[S9I 
unone noe A,uU [J “epeurd 

np awiaidns inoz ey] e WNoge eB 

nb euljonag op seo 2] 919 B ‘npuajuS 
ualq ‘ofediouud ey: ag YH 


{a1sod 
2 RB suoNdao9p SOA NO sUOTOLISAl 
$3 919 1UO saan : suormidg 


“SopOUI9W SOU 91]IBUUOD 

SUOSIPJ SNON “xneoing sane 

Sap JUdJQIJIP snou nb sasoyo 

sap oun] Rf 1S8,D “JoUsIsuCO 

2] 19 snssaoold ne IIYyogy91 

jnej [I.nb yuawauey siojo of 
“QOIJOW JOJOJ JUN PWIWOO SIOA So| 
af “sopoylgw sep uryd 9 Ins o1ey 
B jUoWIgUUIOUD eB A I]: aA "HY 


‘sapoy)gw sap 
uoneloge]?,| @ SHOjja,p dnooneaq 
OBSUOD ZIAB SNOA : suOTUIdG 


"IneJ 

[I Nb 99 389.9 aonb asuad af 39 ‘sy0y 
yuos syoddei sou juasiy nb xnoo 
ddAk SUDIT SOU ‘OUD “syONI}sUCD 
2119,p suoAessa snou onb 

}2 suOsIeyJ snou onb 90 suoaes snou 
anb ‘aureylao souantjul oun suoAe 
snou aonb ‘inaooaquoo e onbionb 
‘\uoTeI}OWUpe SayeIONeaing soy 
awigu onb asuad ar “guuorssoidui 
DIOA “WeJSHES }Sd JUDtUD[Ieg 9] onb 
gsuod of «‘[eIgU9S INDIBOITLIQA 

9] INSIsUOW ‘[IRAeI] UOG» : oJIp 

un nbjanb a1puajue sues ond P| 
suep JoyolJew xnad ou of ‘neoing 
ne JOURIJUOD JUOJ susIpeues 

sot onb aynop ap sed yej ou I] 


"JUDI[O 91}OU 3S9 

Inb suoaes snou jd JepuUR 91}0U 
yUBUD}UIeEW suoUaIdWIOD snoN 
“SOBOIJJO SQJ1 ISO NeING JI : RI 

}S9 JUTE) af ‘sagyonequia 919 UO 
souuosiod sauuog szj ‘sagsiuesio0 
JUOS JUdWaUUOT}OajI0d ap 

SPIATOR Sar ‘sagjoue 939 Wednyd P| 
Jnod yuo sapoyi9w sa] “19319AU00 
DMJ Sd] B ISSN9I UDIQ B UONOOIIP 
P| op odinbg,| anb sioio of 
“sgUUOpJOOO sed juaTe}9,U STI STB 
‘SIQAIP S]UQ[L] SOP SUOIAR SNON 
“sue xIp e A [I ‘seo 9] sed j1e19,U 90 
‘s9pJOOOB JURUDJUILUI JUOS SUO[OTA 
SON ‘SdSOYd ap alJgs oun 9)No} 

ap 113k, s [I Statfnonsed us oun 
Jouwou ud xnod ou af : AQ “YH 


{saguue xIp sao Juepued 
suonest[eg1 sapueis snjd soa snoa 
UOJAS 919 JUO SaT[IND : suoruidg 


suoljesijegs sayueWodul.g 


“gjuesiejsijes 

anb snjd uodej ap syuraye 919 1UO 
sjueyodunt snjd say syoafgo say 
‘SIAR UO Y “SoJlepuodas JUSTeI9 
stinb aumnsa,f sIeu ‘xnd 91)Ua,p 
SUIBIOO JUIO}Ie sed SUOAR,U SNON 
‘0661-686 OP Ul BI B syHOalqo 
sop uednid ef juraye suolae 

snou onb asuad af ‘sey UT “1661 
JUBAR UdIG B QUDU IIOAP,| JUDWIBIA 
SUOI[NOA snoU ‘sINd}BdIJLI9A 


sof Jed 39 uONeISIUIWUpR, | 

Jed 9139}UI 919 & [I JUOp UddSEJ 

P| op ‘sgi401d sou eB giodioour 
919 8 T66T JHOAfQQ JWOp UOdSey 

PR] Op WeJses sad) sins a¢ “syurod 
0Z o119-jnad op ‘a\sI[ an3uo| 

aun jee ua A [I “assey neoing 9] 
anb siejnoa of anb sasoyo saureyeo 
v A [J ‘UOISSad0oNs es UIOS D0AR 
Joredgid j1eaap uoNoalp ap Joyo 
un,nb nio sinofno} 1e,¢ : aq "y 


é166T 
jnoalqg,p suonesi[egs sat snoA 
sgide.p 919 UO sa[[anO : suorurdg 


‘uOIUNSI dIgIUIap 

eu Jopisgid inod (T66T sew) 
aureyooid ourewiss ey eyeyelq 

B IeJas of “JaIJUa spuow aI Jnod 
UONBOIJLIQA Op 32 gII[IqeIduwo0S 

QP SOULIOU Sap JIQeI9,P 189 DWI. 
iydwio1 yop onb uolssi ey “al 
ap sJoyo sop uN_|[ 1Sd EpeUeD a7] 
‘ortqnd inajoas ne sa[qeigpisuco 
Sa0INOSSal Sap sORSUOD g[qQeIdUIOD 
uorssajoid ef no sked xis no buro 
aonb e 4.u [] ‘gssarsoid yuowiela 

VP OVAL “Wopisgid Jorwuaid 

9] 919 IB,f “SASOYO ap 1819 190 B 
Jalppuial ap 9plo9p & OVUI.I “S861 
uq ‘olqnd inojes 2] aJIP-R-3S9,9 
‘QpUOW 9] SUPP SIWIOUCSZ, | 

ap ued spuess snd ey e a}ueyOdut 
gorjd oun sed yepsooor,u ay[a 
“uowiuwdo91 e,nbsnf 49 apuowi 9] 
suep sofqeidwico OO 006 enbienb 
ajuasjidal OVAL “olqnd snopes 
np so[qeiduioo sa] a1y1eUU0dNI 
OVAL OA op Xnomnoy 919 1e.f 


suoruldg p 


‘sjamnvsaq 
siuaq ‘vigugs Anajvoifiga nvaanou aj ja akg] uay 


¢ suotutdg 


“sorqeidwiod sap s,euONeUIO}UI 


UONPISPZ-] Pl “OVAL. OP Spuanoe 
xne 9dionsed juowayes9 ref 


“solu, SUONRN Sop 

sInojeoljga op odnois np siquiowi 
oP O11 B39 NV.LO.1 & UONeOIH9A 
PR] op duljenb e[ ap uOHeIOIJWe | 

R 9NQIUOD JUDLUATeS9 SUOCAR 

S0ON “TVSOLNI.1 9P 9siWaqua | 
Jed jueyiodu 9fo1 un gnof 

B epeued 9| onb oumjsa,¢ “goedeo 
PI op urd 9 Ans ajeuguougyd 
gouPssiolo oun nuuoS 

B IBLUONLUIOIU! UONPOIJIQA eT 


“yuowosueyo 
un gyodde e inb un,nbjanb 
op stuwos yuswaddojaagp 

ua sed sa] suep IOW ap JIUaAnos 
as yeunod uo,| anb yafoid 

90 Op UOSIPI Ud 1S9,9 anb asuad 

Of “OPUOU dJ SURP UONPUWOJUI, | 
ap Jasueyog R JUDWO[[aIUasso 
AISISUOD JIIANOR UOS “aguUe 

91190 ‘SIR[[OP Op UOT[[ItU ¢*T ap 
B1aS JaBpNg UOS “sgdoNs dSUDTUUUT 
un yWeuUod Inb ‘TYSO.LNII 

ap juatoddojaagp ap saneniuy, | 
TAI. 189 Joly sau sins of 

yuop [auuosiad jafoid uA, *souIa}UI 
S9[QIJUOD SdJ INs uN 39 safqeiduioo 
SOWLOU S9J INS UN ‘UOIBOIFIQA 

OP SOWIOU Sa] Ins un ‘apni9.p 
sodnol3 siou e a[q “oak 
JUBUDIUIEW ISO TVSO.LNI.[ ‘al00u9 
yuewoduu sng “O19 ‘[euusIy) 
SQISUOD UN - d9pI,| No Be epeues 
9] JUOp - snAal oun ‘sowUeIBOId 
xIs no buro e [I ‘Iny,pinofne 
IVSOLNI.[ Zopsesal snoa 1g 


“€86T 4ataunl 
ua ION, P S212190S Sap 2Alyvjsisa] UOYDIYIIZA VI ANS 421]31D,] 
v akq] uay 12 ‘qOO np juapisead Ja gindap uaioun ‘ayx4v]-D 111 


TVSOLNII 

dP JUDUDUUONDUO]J 9] JOIONPWe,p 
JoXesso npnoa 1e,f ‘e-jUsWOW 30 
VY ‘Jologidde sed owugui suoranod 
au snou onb sassayoll sou dae 

RI SUONY SNOU Ja sUIOSNq spueIs 
snjd singj op yuarepied sjy “uorungi 
RP] B JUaIe)sIsse Inb yuswaddojaagp 
ua sXed sap sjuejuasgidal 

saj Jed gyono} juawgpuojold 

919 JIOAR SUDIANOS OUI 

af ‘gsseyo nad j1e}9 owweIZoId 9] 
19 juessaid op OAR UdlI WRIQuIIS 
au I] ‘(sonbitqnd ssoueuly sop 
Q[ONUOD dp samnaligdns suoNNysuI 
Sop seuOHeUIa}UI UONeSIURSIC,[) 
IVSO.LNI.[ 9P UOHeNsUrUpe Pp 
[l9suOD 9] Oak UOTUNgI aIgIWoId 
BU op SUDIANOS OW af : AG "HY 


{UONNIOAY UOs Jo d[BUOT}BUIDIUI 
QUQOS PI] INS 9[OJ dIJOA ILIOQp 
SNOU SNOA-ZdILUNOY : suoTUIdG 


ajeuoljeusajyul auads ey 


“SJNONSUOO SQ] 

919 UO syoddes soN “JUoWUgULIOU9 
gAndde e snou [J] ‘ouu0q 

919 & qQD 2] 99Ae UONPIAI a0U 
“yey a}dw09 no} ‘anb asuad af 
“suatonifod sap s9ysoid sap 3a inof 
np sanbitjod sap uoNouojJ ud a1eA 
PUWWOD Np gyowoljjoc] “Neaing np 
juepuddgpul Zasse nudAZp 1S9 JOD 
gj ‘sdwa} sj ooay “sonbiueuAp 
sjuapisgid sinoisnyd ruued 

un, | NJ [I Uaprsgad suoye 3119 
ayeID [lq “wonTsuen op apor9d 
Ud JAIL Sins of “sue 

XIP Ud gN[OAY JUDWIDUTeIO 
e ag : Ad YH 


{sorqnd sajduioo sap 
JWOD 2s] OoAe NeoINg np 
uOeal eB] Iqns B UOTINTOAY 
g[on} : suormmdg 


‘gidnos 
anjg iney [I,nb issne asuad 
af steul ‘seo sureyis0 suep 

gorid angy yuo sajja,nb stojo 
af “saug)sAs say Ins sagxe 
SUONPOIJIIDA So JOUIWUITD 
yeipney [i.nb ap sed 

XNA OU Of “SowUg}sAs op 

no sainjon4ys ap saurgfqoid 


‘nvapvo 
un adfjo ak uay mb p outy) 
ap joigugs anawoyiua Uuoliad MT 


sap ins aonb j9;n{d saoinossai sap 
uonestwijdo,| Ins 39 sawwesoid 
sg] Ins oyod jI,.nb aosed juowapieg 
| Inod JreoiyUsis sez} so 
UONPOIJII9A ap adA} 90 anb asuad 
af “s}ey[Nsg1 sa_ NO JUaWOpUAI 9] 
INS Sd9XB IBEJURARP SUONBOIFIIQA 
SOP SIDA UONN[OAD ouN NA ZA 
snoa ‘sduwia} 9] Oaae ‘Ja UONISURI 
ud H1e}9 NeaINg a] ‘sougIsAs soy 
Ins onbiuyos) jusWa}ney JUsUINDOp 
UN gIQUIds BW doURSSIPUUOD 

sud ref yuop jeigug8 inayeorjiiga 
np yoddel Jorwaid a] : aq *y 


EINJOAD dI[9-]-B S9OINOSSdI 
sop uonesiwido.| ap uoneoljWgA 
PR] JUDLUWOZD : suoruldg 


‘yepuew o1]0U op ajUeLIOdUI 

ated oun jyUan}suCd SUONROIJIQA 
sx “jINp9gi jUdWUaTqQessed 

919 B UONEISI}E,P SUOBOITIIDA 
sap inoo 9 ‘snjd aq “nesing 

ne ajueywodui sorjd sun guuopal 
Noae inj asuad af “saomnossal 

sop uonesiwijdo,[ sp UONeoIzIIgA 
BI Op oJIe] We[NOA apuoUl 

3] INO} fa8nsa1d uos ap npied 

WEAR UONE}SINE.P UONBOITIQA 

RB ‘[e1gUg3 INd}eOIJIIgA NUDADp 
sins of anbsio-] -souryodu 

UOS UONeISINE.P UONPOITIIJA 

e[ e QUUOpal Ie. ¢ : aAg "Y 
{uonNe}sae,p 

UONPOIJLIJA PI OP SIA-R-SIA UONISOd 
dIJOA 919 B II[ONH : suoruidg 


"Sa[PI[IWWeJ SUOTIEBI[GO sins] suep 
Japie sat Inod gjdnos no 9389][e 


aileJOY UN SUIUTLUQ] sgAO[dua sou 
R SUOPIOOOR 19 s7SuOfOId gy1W}eW 
ap s98uUoo saj Inod suonesuadwos 
sap suopiosoe snou ‘aydnos 3sa 
neaing np onbrtyjod ey ‘stoyaingy, 
"SUB Cp 19 Op oN]UA 1OINId slew ‘ade 
190 R JUIO[pe JeIQUgS INA}OIJLIQA 
sed JUdIAap aU UO ‘npua}US 

UdIg “SUR CE 19 OE aI]UA Sogse 
$o1u9}9dwWoo JUDIDUIgI}X9 SOLUWIJ 
ap JuRUUOIssoidun s1quioU 

UN SUOAR SNON ‘dAQ{aI DUG 

OUN JURUDUIEW SUOAR SnouU ‘sIRy 


anbiqnd uonouoj ey 

SUPP SajURSsalg}UI suoNoWOod sop 
Inod yednyd ey ‘sored yuos say[a 
‘suosiel SdSIaAIp INog “sInalgdns 
XNPIAIU SOP B SOWA] op aIquioU 
puei3 un nuwiold 49 gyonequia 
SUOABR SNOU ‘JepuRW UOW jJURpudg 
‘sjuiof[pe xneigugs sIna}eoIJLIgA 
Sa] Tued sawiway op odeyURARp 
suoline snou aonb gsuad 1.5 


“sonbisinsul, no saystxas sp8nfgid 
ap sed e A.u [I ‘sourssieuuoo eu VY 
‘1ol gual Inb guI[e89,p JuaUIIUaS 
g[ Jed guuoissaidum sins of 

“OA Np [leaed Ino] e yUONOAgp 
as sgAo[duia say ‘suas un 1UO 
SUANO® SON “[IBARI] IND] JUSTE 
}9 UdIq JUNssIeUUOD sgAo[dwa 

sot onb suse, f ‘neaing ny 


Cr .N‘8 
‘OA SuoruIdG Pp o1N1JaANOd P| INs 


gououue g[onse,| JOA) “SdAros9J 
ap ‘sloj aigiwuaid ey inod ‘s}dwoxe 
epeues np juswWoUI9AN03 

Np SJaOUeUIJ $}e}9 Sa| JOUSIS 

ap usiejd a na 1e,f uawtuso09y 


"JUITHISIDAI[NOG 

no sed ouop e A,U |] ‘saguue 
sInaisnid yuepued 9}1ANOe o10U 
2P OOT Anod ¢ uoMAua gJUIsSgId91 
B 1NOO ZI 19 ‘oreyUaUg|ddns 
jauuosied ap nyey sed eu [1 IQ 
“xnelogds suauiexa sao Inod s}noo 
sap 1a sasinbai sauuossed-saguue,p 
21quIOU Np s[januRsqns 

assney oun e sUCIpUa}e snou 
snou ‘juowafeniuy gO] el ep 
SUOIBOIJIPOW Sa| gIpuasus jUuO,nb 
[IBA] OP SWINIOA ZI JaqJosge 

nd e neaing 9a 9y[loey ayjanb 
DIAB JO}EISUOD OP QUUOI9 919 12. f 


‘siogid snd sjalns sap sida o9}U01J0 
19 BSNd]NOO sUIOW BJas xneIOgds 
SUITULX9 Pp dLI9S SWIgIXNap 

el onb asuad af “yuowW guOU9 
siidde suoae snoN ‘ayissngl 

gun js9 xnelogds suswiexa,p 

d119S o1giwoid ey “UOTOOIIP es Op 
19 “WngpeY [Iq ‘Wolpe es9Ugs 
INIIVIFJIIJA NP [IALI} JUD[[IOX9, | 

R gqenqiiye sa ayIssngJ 

91199 “181g.P s9igioos sap sqidne 
xnelogds sugwiexo sap Jousw op 
yueyaued snou (g.{O7) sanbyqnd 
saouvulf Sap UoYsas VI ANS 


107 e| & spuodde sjuswasueyo soy 
: SdSSN91 SolgiwWad sou op sun, | 
QP 9UdII9J sins ow of ‘our9}UI,| VY 


“QIBUIPJORIIX9 }S9 NesINg 
np 9uoedes ey] “gnbiystydos 
JUSWNeYy NUdADp Neaing a10U op 
UONBULOJSULI) BE] Op JUOIPUaTANOS 
as suas sa] anb asuad of 

“9puOW NP UONPOIJIIQA Op nesinq 
Jenb ay0dun.u onb anbiZojouyoa) 
ueyd 9[ Ins gouRAR ISsne 3S9 

neaing Y] “S86I-P86I ep sned e 
jnoyns ‘«aIZofouyoa) ayney ey] ap» 
soguue Sof }UdINJ 99 aonb juaTesIp 
yednyd ey aonb asuad af : aAq "y 


(neaing ne onbiew 
ONOA JSSIe[ JOAB sNOA-Zasuod 
uddej a[janb oq :suotidg 


“sunof sof snoi Y €Z BY L Op 
9][!eaey) ouop ref ‘stow sinaisnid 
JUBPUdg “SaSSPIO Sep UlJ eB] JURA 

BME} B JoseUugUIgp WeAnod ou 
Q[IwWey PY “nesing 9[ 19 eMENCO 
aipusiduioo PR syiojjo,p dnooneaq 

SIU 18. *d1}9-InNod ue uN ginp e 

inb ‘uonenlul,p ja asessiucidde,p 

gpolied onSuoj oun no ev A I] 


“so[qeIgpisuco 

yuos Inb suoisuowip ‘aysod 

NP S9[BUOHBUIDJUI SUOISUDUIP 
sa] snjd uou sed siessteuuos 

ou of “neaINng np owsiweudp 

Np 99pl suNoNe sIeAe,U 

af “Solel 919 JUSIBAR BMENC 
daake Sinoiigjue syioddel sayy 
"ong wWeyye [I.nb 90 ap sanduoogid 
sogp!,p dnooneaq sed sivae,u 

ar ‘guise sivwef steine,u of anb 
juessoigiur snjd 919 v I]: Aq -y 


{Zaipuaye snoa snoa 1onb 
B 90 90-1R19 [IPA] ad : suoTUIdG 


‘suoiuidg,p 
eyo ua ar1ujovpad ‘Yosayy UUY Ja 
‘suoyvolunuiuod ja sj4oddp4 sap 
podiouid anajoa.ip ‘s4asazZ uyor 
dayojsuoo aj nd quo aumoo fisuad 

jivja akg uay ‘Jo4auas AnayvoIfsada 
AUMOD SUD XIp ap JjopuDUL 
uos ap ulf vp] ap ays20sddp,] V 


3Aq udsy ep dAI}DedSOJ}91 BUN 


suorutdo Z 


T suoturdg 


‘Boj ‘sjajneseq siusq “T 


‘yuI9e 
ySo JOalgo j99 Is ‘snyg sjuRjUasgida1 
Sos Op oIleIpowojut,| red ‘uotpeues 

ajdnod ne 10Aes uRsIey Ud 9OURTTUOO 
93199 19919 B JonqijUCD ynod epeued 

Np [e19uas INdBoIJA Np nesing oT 


‘gsnaroipnl uodsey op 

sogsuodgp juos sajeosiy suoinqiijuo9 
sina] onb yusreine sjt.nb opnyyiss 

B] OP JILIPUDIA DOULTJUOS 93309 Op 
ayueyiodut snsed sug ‘s}uswieUIDANO3 
sInd] Ud soURTJUOD JuaTe sfI,nb 

vIPN] [I ‘slun jU9]so1 SuUdIpeUeD so] 

IS ‘So[euONeU SUOT]N}NSUI SOU J9dIOJUOI 
dp UdAOUI UN SUIWIOD HA 9] SIOA oF 


“yreystes soy resos of ‘oueyd 

nb opnjiy4190Ut,| JOA] B OS 90 anb 
uodSey onbjonb op Janqijuos suoanod 
NEdING UOU! Jd SWIQUI-IOLU IS “OUIBIO,p 
aoutaold eu suep ynoyns ‘eipuaid qi,nb 
UONBJUSIIO | INS suONsonb sasnaligs op 
suosod snou snou ‘ajjonjoe oinay,| VW 
‘sXed o0uU op MudAe,] suep gourlyuod 
OpueIS BU 919 B UOSIEI oI]Ne ou) 


‘sked uos IAJos op 9918e o[qe}duioo 

un Inod uodej oinoyfiow op WoOAe A 
yreuinod 9u |] ‘suoipeued xne jud1J01d 
nb sajqisur} s}e][NS91 Sop IIOA op 
g]qIssod js9 JI nO UONeSIUesIO oUN sUep 
JoyeAey op wenjouod ow I,nb 3139 
ajsod neaanou uow Jajdacoe ke guowe 
B,w Inb suostei soyediound sop oun] 


‘yuajdwioa 
nb s}e}]Ns91 so] JUOS 99 ‘sue WOduI 
juos spp9ooid say Ig ‘uoNeU eb] op 


dIQOULUT] UONeNIIs BP] Op UONeIOIIWE | 
B JUQUI9}QIJOUCO JonqujUCS NOANOd 
XNndA of ‘asoyo onbjenb g8ueyo W0Ae,p 
JUSUINUDS 9] IIOAG ‘Ua OP JeISUT,| 

@ ‘siesowe,f \epuew uow op uy eB] V 


“sorjqnd 

sloluap op sosuodgp sap ajduu0o sipual 
ap uonesiyqo,] ap suas puess snjd 

un Joyynsul xnaa af ‘soguue soureyooid 
XIp Sop sInoo ny ‘diysiopes] swigur 

9| ODAB QJOVIS UIeYySOId 9] suep HAG 

9] Jomqud oiey reuinod of onb s1gdso,¢ 


‘oh Udy 19 |[eUOpoRPY Wir ‘UOsIOpudz{ 
]]OMXeJA] SUIWIOO suds ap 9}INS BT 
gipusid op Insuuoy un jouw Inod 3sa,9 
10 sajqeooodult saotalas op s}e19 xne 
jouuondsoxs surwoy un sovjduras of 


‘IOIOU JO NOADI ne 
sip snoa of ‘uay ‘neaing np son3ajjoo 
}9 SIWe SOA Sno} 9p WOU ne ‘ou0g 


‘akg 

uoy op uonerdsut,| 19 UONSoIIp e] sues 
sajqissod 919 sed juareine,u sojyissngJ 
soo op onsed oinofew e] uepusdag 
“OA Np Insu9}xe,] & snuUOOU! 
UoInowop Inb souuaj op jo souWwoY,p 
d1ANDO,| JUdTeI9 SUOTeST]e91 S90 oNb 
Jonbiewidl o1ey op gssoidus yso.s Udy 


“sjUdLUDUIOANOS sa] Inod 

SIQIOULULT UONPLUIOJUT, | 

ap uoleolUNUIWIOD op 
a[Qpowl uN,p uONeIOgRIP,| 


“oyoe} Bs 

udiq & JousUI Inod uloseq 

B [I JUOp UONneWLOyUI | 

B INDCOTJUDA 

9] JOAe Wop onb 

$9008] op souryodult, | 
ap soUDpIAg Ud sSIWI OUN 


‘sIno[BA 

Xne }9 JUSLU9pUsI OG 

ne sguuop soursgpuodaid 
eI B19 SayUTeIyUOS 

sop uONeUIUT]S,| B dORIs 

‘oyqnd inojoos np uoyse3 


] Op UOTeIOI[JUIe OUN JURSIA 
s}ds0U09 op JURAR,| Sp SSIWI ET e 


\uowlajIeg 9] SIQAUD 38} ,P S9}9100S 
sop sujiqesuodsal spuei3 snjd oun . 


: soun-sonbyonb 

anb reiajyId ua,U of ‘Udy Op 

UOTOSIIP B] SNOS HA Np sajqeJopisuoo 
SUOTIESI[E9I SO] UDIG sIeUUOD oF 


"SOIIBUUONJOUOJ Sa] }UOJ onb 

soiqnd sio1uap sap a8esn_| Ins j10s Inb 
UONCULOJU! SIN9I[IOuWI e] op Josodsip 
yeIAop juoWa]Ieg 9] onb yuouwrou9j 
yloro inb ‘agsiue810 usiq sjauuoissayjoid 
ap adinbs oun,.p 914194 Suop Ie. fF 


‘akql Udy ep ajsissoiso0id 

anbiyyod e] & 3a souelgagsiod 

eB] @ 90818 ‘ansed spueid ud ‘90 

}9 opuoul 9] suep onb epeues ne jue} 
gouryiodut p dnooneagq sud e epeuea 
Np jeguss najeodyUA np neoing 

9] ‘sjZuta-oenb soguue so] sued 


‘neoing ne gssie] & Udy anb 99 JOA 
xnod of ‘efop 9 eI9u98 Ind}eoIJIIQA 
ap suoNouoy soy sud 1e,f aonb sduray 
ap nod ejlo, ‘ohq uoy ‘Inossaoepeoid 
UOW JUDWO|[aUUOSIAd IOIOIDUIOI 

® sual af ‘a8essow Jorwoid uow sueq 


81 


a! 


(a 


‘aypiaadpuvT addyiyg aod asiad ojoyd vT 
‘adq ‘WF Yylauuay ‘pound np [vAgUgs AnajwoIfi4ga aulaiINy AT 


aanjsaanoy 


‘sorjqnd sioluap sap uonsas ev] op 

INIJONUOS op 91} B }epuLUI UOS yURepUod 9hq Udy 

Op [leaed} o[ onyeag Inb ouizeseury.Z suep nied 

SUULON JoleSIVJA] Op spouse un p uorssoiduigy 
99U9.19A9.1 BS 3.11) BAC] YJaUUDY 


‘neoing np sgAojduio xne saylajjo 
solejuowojied suoneorqnd sgj yWo9p ‘uojdiys AT[OH 
Suowo[eg o[ oak uUOstel] op ajurolpe 7 
SddlejUsWia[1ed suoyeoqnd sap apins 3.140A 
> JUIWII][ABY a] ANS gyduBAQ 3.139 JUDUIUIOD 


‘okq Udy op yepueu np sinoo ne xneusnof soy 
suep snied sonbysuouny sulssap ap uoTD9]9S 
UdY IP SainjedLiwd ap [lande1 aT 


‘JeIQUAS INDeOTJLIJA Np 

neaing 92] Ins sAq YJouUsy op souonTJUL,| onTeag 

iuury puousag ‘fedroutd in9}d0Np usrtoue J 
aluuaogp oun : aq youUey 


‘suondaogi sopedroutid 

SION} Sop Npusl a}dWOd uN IDIOA “NoIpe,p SAUOUI9IJO 

19 suondaog1 sasnoiquiou op k HOIp no e aq ‘PW 
judy AOANI NY 


‘[eIQUNS INDJBOIJUVA UdIOUR,| DAB ONADIUA 
aXqj uay ep 9atj00ds0.199.1 9uy) 


sUOIXa}JIY 


SOj9ZIJeEW Sop 9j/qeL 


I ON “6 ‘IPA PIOT-%Z80 NSSI 


990 VIA 

(oueUGQ ) eMeNC 

jsono Ino} ‘syeds ond “QpZ 
epeues np 

[elgug8 InayBoIJII9A Np nesing 
€I-IT logue ‘suormdo 


* @ UOLNGLASIp 

ap 2151] DI Y SjuamasuDyo 

$a] Ja aouopuodsas1o2 

aMJOA LaSSaipDd ZajjIna, 
‘SuONDININUUOD Sap ja sj4oddvA 
Sap uoysasq v1 40d S1I0U $1044 
saq sno} ayqnd 3sa suowwidg 


sud WOW 
Anouitaduy 


QUAD UOW 

ssakapy KLd0T 

UNYSNDTIW 1 
UOT}IBpI.1 B] B SA] [IasuoD 


Noy vuljo1vD 
UOUSDD AJaSInoT 
JUOULLA]D SIT 
uononpelL 


SIADG Od 
uoyonpo.d ey e ajulofpy 


4aysvay 21999q 
sury auuy 

Ayoq vuusi4yD 
sonbiydeas 

$].18 Ja enbyipa 


yosay uuy 
uoidiys A}OH 
NUUTY puousad 
upuuny diy 
saydeaisojoyg 


Anand uaronT 
jurofpe an3j9epay 


yosay uuy 
Jeyd Ua ad1-yoepay 


sda8az uyor 
jediounid 1n3aj3da.1q, 


suoIlUIdg 


1661 @T oN 6 [TOA 


eUL) Np [VIQUIS INd}eOTLIVA Np neaing 


SUOTUT 


Vol.9 No.2 @ 1991 


Opinions 


Principal 
John Zegers 


Editor 
Ann Wesch 


Associate Editor 
Lucien Quinty 


Photographs 
Christine La Salle 
Holly Shipton 
Ann Wesch 


Desktop Publishing & 
Graphics 

Christina Daly 

Debbie Meagher 


Production Assistant 
Pat Davis 


Translators 

Lise Clermont 
Louiselle Gagnon 
Carolina Rott 


Editorial Advisors 
Maurice Cutler 
Mike McLaughlin 
Hladini Wilson 


Printer 
M.O.M. Printing 


Opinions is published every 
three months by the Reports and 
Communications Group. Please 
address all correspondence and 
changes of mailing labels to: 


Opinions, Stop 11-13 


Office of the Auditor General of 


Canada 


240 Sparks Street, West Tower 


Ottawa, Ontario 
K1A 0G6 


ISSN 0822-1014 Vol. 9 No. 2 


Contents 


Reflections 


Changing the Rules of the Game 
Parliamentary Liaison Principal Mark Hill 
examines major changes to the Standing 
Orders of the House of Commons. 


Denis Desautels - Canada’s New Auditor General 
Denis Desautels reflects on his expectations, 
priorities and plans for the future with Reports 
and Communications Principal John Zegers and 
Opinions Editor Ann Wesch. 


Comprehensive Auditing: Towards a Second Generation 
Methodology 
Principal Michael Weir and Director Jamie Hood 
of the Professional] Practices Group discuss a 
two-year review of the Office’s policies and 
approaches for comprehensive auditing. 


Executive Promotions 
In March 1991, several senior leve] (PX) promotions 
were announced. 


OAG Issues Opinion on Consolidated Government Financial 
Statements in the Northwest Territories. 
Manager Dale Shier from the Edmonton regional 
office describes the audit of the Government of 
the Northwest Territories. 


Professional Achievements 


Cover 


10 


13 


16 


20 


Canada’s ninth Auditor General, L. Denis Desautels, FCA. Cover 


photo and photo on page 5 by Kevin Kelly, Imageworks. 


One of the more interesting 
features of the Auditor General 
Act of 1977, which expanded the 
Office’s audit mandate, was the 
provision for a 10-year 
non-renewable term for the 
Auditor General (or retirement at 
age 65, whichever comes first). 
This term was chosen after 
careful consideration of many 
factors. It was felt that the usual 
seven-year tenure of most senior 
public service posts was not 
sufficient for an Auditor General, 
given the need for the 
independence of the position. On 
the other hand, it was generally 
accepted that there should be new 
blood at the top of the audit office 
every decade. 


Reflections 


The implications 
of this for the 
Office are that, in 
most cases, there 
will be a change of 
leadership every 
10 years. This 
means inevitably 
that there will be 


Some things 
however, don’t 
change. For 
example, the 
Office has made great strides in 
these last 14 years in developing a 
cadre of very competent 
professionals, a set of 
sophisticated tools and an 
organizational structure that 
makes these components work in 
unison. It has also developed an 
enviable reputation for 
competence and integrity that will 
continue regardless of who the 
chief executive officer is. It’s my 
intention, therefore, to build upon 
the solid foundation left by Jim 
Macdonell and Ken Dye. 


Some of my thoughts about the 
Office and the future can be 
found in the interview that begins 
on page 5. I should emphasize 


certain adjustme US— 
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that these views are very 
preliminary at this time. It would 
not be appropriate to consider that 
every word represents the 
definitive policy of the Office. 
And when I discuss, for example, 
the kinds of issues I fee] the 
Office should be concerned with, 
I am not suggesting that we 


tfo i ed so ably over the past 


1 wil 


S) 
® 


: Key Onsultations with various 


eople, including those in the 
Office, Members of Parliament, 
senior bureaucrats and outside 
observers. I want to be able to 
confirm my initial impressions 
and to sharpen my own thoughts 
and priorities. Any major 
changes in the policy or 
approaches to the Office will be 
developed, shaped and 
communicated in the usual 
thoughtful and deliberate fashion 
that has marked the recent history 
of the Office. 


L. Denis Desautels, FCA 
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Changing the Rules of the Game 


Major Changes to Standing Orders of the House of Commons 


by Mark Hill 
Principal, Parliamentary Liaison 


After more than a year of 
backroom negotiation capped by 
a week of impassioned debate on 
the floor of the House, Members 
of Parliament voted on 19 April 
in favour of a package of 64 
amendments to the Standing 
Orders of the House. The 
Standing Orders are the rules by 
which the House conducts its 
business in the Chamber and in 
committees. To the extent these 
amendments may affect the way 
the Public Accounts Committee 
(PAC) does its business, they will 
affect the Office of the Auditor 
General. This article explores the 
more important changes that have 
a bearing on the PAC and looks at 
how the Office might be affected. 


Standing Orders Are the 


Framework 


Standing Orders are the “rules of 
the road” for doing business in 
the House. They cover virtually 
every aspect of House 
proceedings including the daily 
program of House business, the 
annual calendar of sittings, the 
election and appointment of 
presiding officers of the House, 
the process of debate, procedures 
for dealing with bills and the 
organization and operation of 


standing and other committees of 
the House. 


There are about 160 Standing 
Orders, many of which are 
divided into several] subsections. 
The annotated version of the 
Standing Orders runs to just 
under S00 pages. To some, 
Standing Orders are complex and 
even arcane. To the Member of 
Parliament who knows and 
understands the rules, they can be 
a powerful weapon in the 
procedural arsenal. The 
bell-ringing episode of 1982 
where the House was stopped for 
17 days on a technicality is but 
one example of how the rules 
have been used to partisan 
advantage. 


To further complicate 
matters, the Standing 
Orders are applied 
within the context of a 
rich history of 
precedent, House 
practice, tradition, 
custom and former 
Speakers’ rulings. 
Where the Canadian 
experience does not provide an 
answer, recourse to other 
parliamentary jurisdictions, 
notably Westminster, is provided. 
So the Standing Orders do not 
necessarily provide for 
black-and-white answers to 
important questions of the day — 
an important point since they 
frame the parliamentary 
environment within which the 
Office sees the culmination of 
much of its work. 


For House committees, Standing 
Orders set out their mandate, 
powers, and organization along 
with a variety of related 


procedures for doing business. 
Committees are considered an 
extension of the House (and thus, 
our reference to PAC as the audit 
committee of the House) so the 
Standing Orders apply to 
committee proceedings; however, 
generally speaking, the rules are 
relaxed considerably in most 
committees at the discretion of 
the committee chair. But, when 
things get “hot” in a partisan way 
on a particular item of committee 
business, the rules are usually 
enforced for such matters as 
giving notice of a motion and 
debate. 


The Standing Orders are made by 
the House to govern itself. They 


Standing Orders are the 
“rules of the road” for 


doing business in the 
House. 


can be suspended at any time by 
simple majority of the House and 
this is done frequently, usually to 
expedite a specific item of House 
business where all members are 
in agreement. But fundamental 
changes (those that might be seen 
to affect the balance of power as 
between government and 
Opposition on a continuing basis) 
are made relatively infrequently 
and, traditionally, through 
consensus. The reason for 
passionate debate on the current 
crop of amendments is that 
consensus had not been reached, 
despite more than a year of 
negotiation, on the amendment 
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package and the govemment felt 
it had no option but to force the 
package through the House using 
the full weight of its majority and 
time limitation on the debate. 


The amendment package will 
have an impact on three major 
areas of House business: (1) rules 
of debate, House timetable and 
calendar; (2) committee structure 
and practices; and, (3) private 
members’ business. The changes 
of most interest to the Office are 
in area (2). The changes to 
private members’ business have 
no impact on the Office, and only 
one change in the first area, the 
House calendar, is of direct 
interest. 


Fewer Sitting Weeks 


The House calendar is set out in 
the Standing Orders in generic 
terms. The major change to the 
calendar is the reduction in sitting 
days from an average of 155 to 
134 per year. This has been 
accomplished by adding three 
weeks to the Christmas break in 
December/January and by adding 
week-long breaks in October, 
May and June. While the House 
will compensate for this reduction 
in sitting days by increasing the 
weekly hours of sitting, the fact 
remains that the House will be 
sitting for fewer weeks per year. 
For the PAC, and the Office, this 
means there will be fewer weeks 
available in which to schedule 
hearings. 


To handle the reduction in 
available sitting weeks, the PAC 
may want to look at the 
possibility of increasing the 
number of hearings per week. 
Alternatively, it may want to look 
at ways of increasing its 
productivity in fewer meetings. 
For example, its members could 
agree to focus on only a few 


selected important issues in each 
hearing, thus ensuring that only 
the more significant matters are 
pursued. It could also look at the 
possibility of having specific 
members deal with specific issues 
— possibly in subcommittee. 
These strategies have been used 
by other standing committees in 
the past but, to work effectively, 
they require unity of purpose 
among all members of the 
committee. 


Committees in Envelopes 


All 20 standing committees have 
been grouped into five envelopes. 
They are: Management; Human 
Resources; Natural Resources; 
Economic; and Departmental. 
The logic of the envelope system 
is that MPs will be able to 
develop expertise across the work 
of a number of committees in a 
subject matter field. To help 
make this work, the rules of 
substitution are relaxed within 
envelopes making it easy for an 
MP to participate in the work of 
more than one committee. 


The PAC shares the Management 
envelope with the new and quite 
powerful House Management 
Committee. The latter committee 
has certain responsibilities for 
House administration and it 
absorbs the roles of the former 
Striking Committee as well as the 
Committee on Privileges and 
Elections. In a practical sense, 
the main impact on the PAC will 
be having to share the same 
meeting facilities with this other 
senior committee which may be 
expected to meet often and 
sometimes with little notice. The 
challenge will be in avoiding 
schedule conflicts. Note: the 
relaxation of substitution rules 
does not apply to the 
Management envelope, so the 
PAC is not expecting to share 


membership with the House 
Management Committee. 


Room for Dissent 


The amended Standing Orders 
provide for dissenting opinions 
and recommendations to be 
included in committee reports 
tabled in the House. Further, they 
also provide for an MP 
representing the dissenting view 


For the PAC, and the 
Office, this means there 
will be fewer weeks 


available in which to 
schedule hearings. 


to provide a succinct outline of 
that opinion when the report is 
tabled (in recent years, committee 
chairmen have been permitted to 
give a short outline of the 
committee report on tabling in the 
House). 


At this point, it is not clear just 
what impact this change may 
have. It could be expected to 
reduce the incentive to reach a 
consensus in developing a 
committee report. As well, 
departments may react less 
strongly to a report where a 
strong dissenting view has been 
expressed than they would where 
no dissenting view was offered. 
At its worst, this change could 
simply encourage partisan 
posturing in committee reporting. 


A Second Vice-chairman 


There will now be two 
vice-chairmen for each 
committee. Of the three 
positions, chairman plus two 
vice-chairmen, two must be from 
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the governing party while the 
third must be an opposing 
member. This change will have 
the effect of strengthening the 
representation of the governing 
party’s interests in the leadership 
of the committee. 


But, for the PAC, it poses a 
special problem. For several 
years, the PAC has followed the 
practice of inviting a member 
from the second party in 
opposition (the NDP) to sit with 


One important purpose 
of reform of the 
Standing Orders has 
been to enhance the role 
of the backbench MP, 
notably through 


improving the 
effectiveness of 
standing committees of 
the House. 


the chairman and vice-chairman 
in functioning as a steering 
committee (subcommittee on 
procedure and agenda). The use 
of such a committee to set the 
agenda is fairly common among 
standing committees. The 
addition of a second 
vice-chairman to the PAC will 
mean going to a steering 
committee of four, if 
representation of the third party is 
maintained, or making the agenda 
and procedure decisions in 
committee of the whole (this was 
the style of operation under 


Chairman Aideen Nicholson for a 
number of years). 


PAC on TV 


Under the current rules, when a 
committee wishes to have its 
proceedings broadcast it must 
secure the permission of the 
House. Without this permission, 
the electronic media is not 
allowed to record committee 
proceedings. 


Under the amended rules, the 
Committee on House 
Management is to develop 
guidelines for the broadcast of 
committee proceedings. Once 
these guidelines are approved by 
the House, any committee may 
arrange to have its proceedings 
broadcast without the need to 
obtain the prior permission of the 
House. 


Should the PAC opt to have any 
of its proceedings broadcast, even 
selectively and occasionally, the 
Office will have to ensure that it 
is properly prepared to deal with 
the presentation of its case before 
the cameras, where even the 
smallest slip can undermine 
credibility in a major way. 


Conclusion: A Whole New 


World? 


Well, yes and no. There is no 
question these changes will have 
an impact on how the Office does 
its business with the PAC (and 
with other committees we’re 
asked to appear before). But the 
Office will adapt in a way that 
ensures our basic messages are 
presented effectively. 


One important purpose of reform 
of the Standing Orders, initially 
under the McGrath Committee in 
1985 and also with this latest 
package of amendments, has been 
to enhance the role of the 
backbench MP, notably through 
improving the effectiveness of 
standing committees of the 
House. The 1985 reforms, 
especially the greatly expanded 
mandate afforded these 
committees, was the breakthrough 
and the current reforms, 
especially the broadcast 
provisions, will take the reform 
process another large step down 
the road to improving the 
effectiveness of the committee 
system and the MPs who make it 
all work. 


And more changes are on the 
way. On 14 May, Government 
House Leader Harvie Andre 
indicated to the House that he 
would be asking the House 
Management Committee to look 
into a number of other reform 
areas, including prestudy of bills 
by committees at an earlier stage 
in the legislative process and the 
possibilities for more free votes 
as well as more empowerment for 
individual members. He also 
indicated he was hoping for some 
results by early fall. 


The key for the Office is to be 
aware of the changes as they 
occur, to understand their impact 
on the House and on the Office in 
its role as a provider of 
accountability information for 
parliamentarians, and to adapt in 
a way that ensures our messages 
continue to get through to those 
who count. 
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Denis Desautels 
Canada’s New Auditor General 


On 1 April 1991 Canada’s ninth 
Auditor General took office. 
Denis Desautels took time after 
his first month in the job to reflect 
on his expectations, priorities and 
plans for the future with Reports 
and Communications Principal 
John Zegers and Opinions Editor 
Ann Wesch. 


Opinions: What expectations did 
you bring to this job? To date, are 
they being met? 


D. Desautels: I expected to see a 
healthy organization, one where 
people are motivated and 
competent. This expectation has 
been met. I’ve been impressed by 
the dedication to their work that 
people in this Office seem to have. 
They seem to be competent, proud 
of what they’re doing, and to 
believe in what they’re doing. This 
was the image I had of the Office 
when I was offered the position last 
January and what I found coming 
here in April very much fits. 


Opinions: Do you have a personal 
vision for your tenure? 


D. Desautels: It’s not a position 
where you come in on day one with 
a complete roadmap for what you 
are going to do for the next 10 
years. I think you have to leave a 
certain amount of room to 
manoeuvre, to adjust the game plan 
according to what is happening. In 
other words, you are an auditor and 
you’re auditing the actions of 
government, so, to a certain extent, 
you play a reactive role. Your 
game plan depends, to a large 
extent, on what others do. 


But, having said that, I think that if 
I had an overall personal vision, 


simply put, it would be 
to make a difference. | 
want to contribute to the 
improvement of the 
federal administration in 
the 10 years that I will be 
here. If I can point to 
certain concrete 
improvements in public 
administration, then I 
would be a satisfied 
Auditor General. 


I think that each of my 
predecessors made his 

mark. Jim Macdonell 
obtained new legislation 

for this Office and 
introduced comprehensive 
auditing. Those were major 
steps. Ken Dye pushed the 
concepts of accountability to new 
frontiers particularly in the area 
of Crown corporations. I think he 
also increased Canada’s 
reputation on an international 
scale. I’d like my legacy to be 
the betterment of the federal 
public administration in tangible 
terms. 


Opinions: How would you 
characterize your management 
Style? 


D. Desautels: I would say that I’m 
foremost a people person. I like to 
deal with people and to bring out 
the best in them. I like to channel 
people’s energies and talents for the 
greater benefit of the organization. 
I welcome advice and I try to listen 
to it. When people give me their 
best counsel] I can sincerely say that 
I take it into account and try to use 
that advice in whatever course of 
action I eventually settle upon. 
Over the course of my career, I 


think the situations where I have 


had the most success are those 
where I got people to work 
together in tough situations, to 
iron Out their differences and 
work on areas of similarity and 
points of common interest. 


Differences from the Private 


Sector 


Opinions: What differences have 
you noticed moving from the 
private to the public sector? 


D. Desautels: I’ve noted two main 
points of difference. The first is 
that, in many respects, the public 
sector is more complicated to 
manage. A good example is the 
human resource sector. There are 
more rules; while they’re good 
rules, when you put them together 
it makes decision-making in terms 
of human resources a little more 
complicated. I think in the private 
sector you are less constrained by 
various rules although that’s not the 
only thing that counts. Basically, 
human values always have to be 
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taken into account. It’s a new 
environment for me, a new way 
of life. But I accept that and I 
know that these procedures are 
justified and I intend to observe 
them. 


A second major difference is that I 
find that accountability is more 
complex, or harder to get at, in the 
public sector. In the private sector, 
accountability is more direct and 
more responsive. You have to 
produce, particularly if you are at 
the head of a profit-making 
organization; you have to deliver, 
and you’re measured in fairly 
certain terms. How to get at 
accountability in the public sector 
is a Subject that comes up all the 
time because, to a large extent, it’s 
our raison d’étre as an Office to 
zero in on accountability. But it’s 
sometimes a fairly elusive concept. 


Opinions: There are a number of 
staff in the Office working on a 
compressed or reduced work week. 
Is this a change from the private 
sector? 


D. Desautels: I have the 
impression that the Office has been 
dealing with these flexible 
arrangements for some time and it 
seems to have adjusted well. In the 
private sector, we hadn’t gone as 
far in that area. There was a lot of 
experimenting going on and I think 
there was a genuine attempt to 
make some of these arrangements 
work. On the other hand, there 
were practical, or commercial, 
considerations that made them 
more difficult to achieve. If we had 
certain Clients in the private sector 
they might not find it acceptable 
that we were not available on 
certain days or outside of certain 
hours. And, since they paid our 
fees, it was sometimes difficult for 
flexible arrangements to work. So, 
in the private sector, the demands 
of clients may make it difficult to 
achieve what the public sector has. 


Getting Acquainted 


Opinions: How are you going 
about getting acquainted with the 
Office and staff? 


D. Desautels: Well, ve been 
working hard at this since 1 April. 
There are four major things I’ve 
been doing. First, there have been 
organized briefings from each 
Assistant Auditor General. The 
Office is organized into a number 
of units corresponding to AAGs. 
I’ve spent half a day with each of 
the AAGs, going through their 
organization, work, and personnel. 
That’s been very helpful. 


Second, I’ve met with a number of 
people over breakfast, lunch or 
dinner. I plan to continue this for 
some time. Third, I’ve also been 
kindly invited by various groups 
for coffee and doughnuts. I’ve 
accepted these invitations and 
enjoy meeting people in a more 
informal setting. 


A fourth way I’m coming to terms 


with issues is by organizing a think 


tank with the Deputy 
and Assistant 
Auditors General at 
Meech Lake. We’ll 
spend a day and an 
evening thinking 
out loud about 
where the Office is 
going. It’s 
primarily to enable 
me to catch up with 
the issues that 
people are coping 
with. 


This is not an 
exhaustive list. But 
I’ve been spending a 
lot of time on these 
four fronts since 

1 April. As well, I 
attend as many 
advisory committee 
meetings as 


Margaret Bryant and Marion Smith meet the new AG at a 
reception hosted by Professional Development. 


possible for chapters for the 1991 
and 1992 Reports. 


Organizational Change? 


Opinions: Are you planning 
organizational changes? 


D. Desautels: It’s really too early 
for me to talk about organizational 
changes, but I honestly have none 
in mind as we speak now. I think 
the Office is continually evolving. 
My first contact with the Office 
was in 1974, and in the following 
17 years it has never stopped 
changing. No matter how good it 
is today, there is always room for 
improving, or for exploring new 
frontiers. I think that is the essence 
of a dynamic, healthy organization. 
So, I’d like to pursue new avenues. 
There’s no lack of opportunity or 
new areas in which to prove, or 
use, Our Competence. 


We have been at the leading edge 
in computer auditing. I think we 
can use the same energy to be at the 
leading edge of another area, 


namely environmental auditing. I 
think there’s a lot of scope in this 
area, and we can put the 
credibility of the Office to good 
use. Credibility will be 
absolutely essential. Auditors 
rendering opinions in this area 
will have to be seen as absolutely 
independent. I think the Office 
has this credibility and 
independence and can really 
make a difference in the 
environmental area. 


Getting back to organizational 
change, I think something that’s 
perhaps more important is planning 
for the future, specifically 
succession planning. The Office is 
now a fairly mature organization 
with many senior people in the top 
and middle management 
categories. Many of these people 
may retire before I finish my term. 
So, I want to closely address the 
question of succession planning to 
ensure that we have enough new 
blood in the system to replace those 
who will leave over the next few 
years. 


Opinions: Will French be the 
working language of the Office? 


D. Desautels: People should be 
encouraged to work, wherever 
possible, in the language they are at 
ease with. The Office has been 
very respectful of the official 
language policy and has received 
positive evaluations from the 
Commissioner of Official 
Languages. I’d like to ensure that 
we continue in this direction. I'll 
encourage people, even at 
meetings, to express themselves in 
the language with which they are 
most at ease. 


I think there are enough 
Opportunities to use both languages 
and we should take advantage of 
these. You could make the decision 
to stick to only one language in 
your work. My approach, on the 


other hand, has been to use the 
other language whenever I have 
the chance. That’s how you 
develop and maintain your ability 
in more than one language. 


In my previous function, where I 
was the managing partner of an 
accounting firm in Montreal, we 
had a unique situation where we 
had a mix of the two cultures 
working together very 
harmoniously. The other official 
language was always respected and 
people could express themselves in 
the language of their choice. I 
don’t think my coming here will 
change the basic principles that the 
Office has followed on official 
languages. 


Personally, in my correspondence 
with government officials, my plan 
is simple. I’1] communicate with 
Officials in their own language — if 
I’m writing to a French-speaking 
official I’]] write in French, to an 
English-speaking one, in English. 
It’s a fairly easy rule, based on 
courtesy; it’s the practice I’ve 
always followed in the past. 


Opinions: What is your view of 
the present balance between attest, 
special examinations, and 
value-for-money work? Do you 
plan to change or shift emphasis? 


D. Desautels: I’m coming to grips 
with that question. I don’t sense so 
far that there’s a great imbalance; 
rather than talking about shifts 
between attest and comprehensive, 
I'd like to make sure that nothing is 
falling between the two. We seem 
to have refined both the attest and 
comprehensive to achieve the 
highest degree of efficiency. We 
may want to look at whether we’re 
doing enough compliance and 
systems work. That’s something I 
want to review in the next few 
months. 


In my professional career I’ve 
always emphasized the adherence 


to a very high level of standards, 
especially accounting and 
auditing standards. I want to 
satisfy myself that in all our work 
we set for ourselves and adhere to 
the very highest standards. 


Future of International Work 


Opinions: Are you planning to 
give international work a high 
priority? 


.» lf L|had an overall 
personal vision, simply 
put, it would be to make 
a difference. | want to 
contribute to the 


improvement of the 
federal administration in 
the 10 years that | will be 
here. 


D. Desautels: Yes, I will give it a 
high priority but I plan to delegate 
more of it. Ken Dye, I think, spent 
a lot of time personally on that, but, 
initially, I want to concentrate my 
personal efforts on the domestic 
front. I think Canada, and this 
audit office, have to continue their 
high level of activity in 
international affairs. I’d like to call 
on more people in the Office to 
participate in that effort. For 
example, we may call on some of 
our bright young people to 
represent us in addressing 
international gatherings. I’m quite 
sure that you will not see any 
reduction of the Canadian presence 
but, initially, at least, I'll be 
concentrating my personal efforts 
on the domestic front and relying 
on others to represent us. 
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Involvement with the Annual 
Report 


Opinions: One of the big items on 
the domestic front is the annual 
report. How are you managing to 
come to grips with all the material 
in the report? 


D. Desautels: With much 
difficulty; it’s a case of information 
overload. There’s a lot of reading 
to do, and a great deal of listening 
as well. I’m ready to do it and 
invest the time because I regard the 
annual report of the Auditor 
General as the main product of the 
Office. Between now and the 
tabling of the report next fall 1 want 
to concentrate my energy on the 
1991 individual Report chapters. I 
intend to be quite involved so that 
by tabling I will be comfortable 
with everything that’s in the report, 
Pll be in agreement with it, and [11 
be happy with the way it’s said. 


Opinions: How are you dealing 
with the language issue? If most 
chapters are being written and 
briefed in English how are you 
becoming familiar with the 
terminology in French? 


D. Desautels: I’m not worried 
about that, because switching 
continuously from one language to 
the other is something I’ve been 
doing for a long time. But now I’m 
almost learning a third language — 


a lot of terms used in government 
are new to me although I’ve been 
around government circles for 
some time. It’s not until you are 
working in this milieu full-time 
that you are immersed in the 
peculiar language of the federal 
bureaucracy. So that poses a 
language problem on two fronts: 
I have to become familiar with 
the terms in the first place and 
then I must know their 
equivalents in both official 
languages. 


Opinions: What kind of annual 
report do you want to produce? 


D. Desautels: I'd like our annual 
reports to be communication gems. 
I’m certainly not implying that they 
haven’t been, but I think that it’s 
something we constantly have to 
work towards. I want to keep the 
language as simple and clear as 
possible and not be too technical. 
We have to continue to pursue this 
goal to keep improving. I would 
also welcome suggestions from 
anyone in the Office regarding 
changes to the annual report to give 
it a new look. 


Opinions: How involved with 
each audit do you plan on 
becoming? You mentioned that 
you’re going to audit advisory 
committee meetings. Do you plan 
to take a “hands on” approach to 
each chapter? 


D. Desautels: For work already in 
process, I want to find out what has 
been done so far, what has led the 
auditors to their current conclusions 
and recommendations, because I 
want to be comfortable with what 
is in the annual report. I’m not 
trying to second guess staff, 
because they have been working 
hard on these audits; they know 
what is in them and believe what 
they’re saying. I want to reach the 
same level of comfort. I want to be 
sure what I’m talking about when I 
answer questions. I like to be 
prepared, to have a high level of 
comfort with the material. 


Opinions: Are you planning to 
continue the current emphasis on 
working electronically? 


D. Desautels: I'd like to think that 
I’m open-minded and receptive in 
the use of microcomputer 
technology and I encourage the use 
of this technology in the Office. I 
have to catch up with the rest of the 
Office. I was accustomed to 
working in a MacIntosh 
environment not the DOS 
environment used here. Also, 
microcomputer technology is used 
more extensively here than in 
private sector accounting firms. 

For example, the electronic mail 
system is very advanced and is 
accessible to everyone. I think 
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anyone coming in from the 
outside would have to run to 
catch up. 


Having said that, I want the Office 
to stay at the forefront in the 
technology area both in terms of 
how we use technology in our work 
and also in terms of understanding 
the developments that affect our 
clients. By that I mean that 
departments may use systems that 
we don’t, but we have to be 
familiar with them. I think we will 
continue to maintain the same level 
of investment in technology 
development, tools and equipment. 


Media Relationship 


Opinions: What kind of 
relationship would you like to 
develop with the media? 


D. Desautels: I want to be 
accessible to the media, and to be 
frank and direct with them. I’d like 
to work with the media to 
effectively communicate our 
messages to the general public. 
While few members of the general 
public read our reports, they know 
the Office of the Auditor General 
and they know what’s in our 
reports and that’s due to the media. 
Over time, the Office and the 
media seem to have developed a 
relationship that has benefited them 
both. 


In the course of my career I have 
not had many dealings with the 
media. Since the day of the 
announcement of my appointment 
I’ve had more exposure to the 
media than in the preceding 26 
years. I’]] be seeking advice and 
training on how to deal with the 
media so that I can be frank and 
direct without committing any faux 
pas. 


I’ve been impressed with the 
members of the media I’ve met so 
far. They seem to have an 
understanding of public 
administration and the federal 
government apparatus. They seem 
to do their homework quite 
thoroughly. 


Impact on the Family 


Opinions: On a personal level, 
how did your family react to your 
appointment? 


D. Desautels: My family was 
surprised when this happened but 
equally pleased and excited. It 
wasn’t an automatic decision to 
accept the appointment. I left a 
nice situation to accept something 
very different and challenging. The 
family was encouraging and has 
supported me 100 percent in this 
decision. 


Opinions: How will the 
appointment affect the family? 


D. Desautels: I have three sons, 
aged 23, 21 and 18. The oldest is 
through university and working in 
Montreal]. The second is 
completing junior college 
(CEGEP) and starting to work full- 
time this summer. My youngest son 
will be going to McGill in the fall. 
My wife Shirley and I will 
basically have an empty nest in 
September. So, my appointment 
will have less impact on the whole 
family than you might have 
expected. 


We will be moving to Ottawa. 
We’re already familiar with the city 
as we spent nine years here from 
1973 to 1982. We raised our 
children here. We have a close 
family life; the whole family gets 
together on Sunday for dinner and 
brings friends. We don’t intend to 
let this new position interfere with 
the quality of our family life. We'll 
make the extra effort to make sure 
that we’re in contact with each 
other on a regular basis regardless 
of the demands of the job. 
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Comprehensive Auditing: Towards 
a Second Generation Methodology 


by Michael Weir, Principal and 
Jamie Hood, Director, 
Professional Practices Group 


Adapted from an article prepared 
for CAmagazine. 


Introduction 


In June 1988, Auditor General 
Ken Dye announced a 
restructuring of the Office’s 
methodology development 
process following a review of the 
overall objectives of methodology 
development. Under the 
chairmanship of the Auditor 
General, the Methodology 
Development Committee (MDC) 
provides high-level direction, 
oversight and support for the 
methodology process. The 
Office’s functional responsibility 
leaders continue to develop, 
maintain and assess methodology 
in their respective areas, under the 
guidance of MDC. 


One of MDC’s early priorities 
was to review the Office’s 
policies and approaches for 
comprehensive auditing. The 
results of this two-year review are 
reflected in a revised 
Comprehensive Auditing Manual, 
a revised methodology product 
lineup and in an agenda for future 
methodology development. 


Developing and documenting 
comprehensive auditing 
approaches is an expensive 
business. Like any other activity, 
it involves choices that trade off 
cost, quality and timeliness. This 
article explains some of the 
choices that the Office made in 
approaching and completing its 
review. It is hoped that the article 


may be useful to all practitioners 
who are involved in 
implementing the Manual and to 
those who will be involved in 
future methodology development 
projects — they too will face 
similar choices. 


Key Choices Made in the 


Revision 


Simple update — or 
structural redesign? 


The Office is the largest 
practitioner of comprehensive 
auditing in Canada. It had, 
therefore, a substantial base of 
experience and written 


methodology from which to draw. 


The review was initially 
undertaken as a relatively minor 
revision of the existing Manual. 
Part way into the process, 
however, it became clear that we 
needed to reconsider some basic 
choices reflected in the design of 
existing methodology. After 
much debate, the Executive 
Committee of the Office agreed 
that the terms of reference of the 
revision should be broadened to 
revisit these choices, although it 
would take more work and time 
to complete the review. 


Integrate or subdivide? 


During the late seventies and 
eighties, the basic trend was to 
develop methodology for 
component parts of 
comprehensive auditing. This 
was an efficient way for bringing 
specialized subject matter 
expertise in the context of audit, 


for developing audit approaches 
to the subject matter, and for 
transferring that expertise to 
comprehensive audit generalists. 
An explicit decision was made to 
reverse that trend, to consolidate 
the methodology, focussing on 
the common ground among the 
different types of audit while 
highlighting the differences, and 
integrating the specialized areas 
to the extent possible. 


Process direction or 
judgment framework? 


Initially, the Office’s 
methodology evolved as process 
standards — the sequence of steps 
to be followed. While it noted the 
points at which judgment needed 
to be exercised, it provided little 
guidance about the conceptual 
underpinnings for exercising that 
judgment. Although process 
guidance provides a good start 
point, it implies a degree of 
certainty or precision that is 
unsupportable in a conceptual 
sense and provides little help with 
the real business of audit 
judgment. 


We are a long way from having a 
complete conceptual framework 
for comprehensive auditing, 
especially as it relates to the 
value-for-money component. 
Nevertheless, substantial] strides 
have been made in the last 
decade. Accordingly, the Office 
has chosen to start the process of 
drawing out and providing 
guidance about conceptual 
considerations that underpin the 
audit process, and to make 
explicit some of the assumptions 
on which we proceed. We 


believe that this provides a better 
and more meaningful framework 
for judgments that must be 
accommodated within each audit. 


Should methodology lead, 


or follow practice? 


The primary objective of the 
review was to allow the written 
methodology to catch up with the 
evolution that had taken place in 
the Office’s practice by capturing 
the lessons learned in successful 
audits. As we drew out the 
lessons of 10 years’ experience, it 
became necessary to provide 
additiona] material to fill in the 
gaps, particularly in the judgment 
areas. In some cases, fairly 
significant changes in the written 
methodology of the Office were 
made. These changes reflect the 
best of current practice. Asa 
result, there may need to be some 
adjustments made to individual 
approaches within the Office. In 
this sense, the Manual may lead 
rather than follow practice. 


Plain or technical language? 


One problem made evident by 
consolidating the methodology 
was the inconsistent use of 
terminology. Different 
specializations attach different 
meanings to the same words in 
different contexts. This creates 
difficulties when trying to marry 
the different disciplines whose 
input is needed for a truly 
multi-disciplinary audit approach 
towards legislative auditing. 

And it makes the task of reporting 
especially difficult when we 
attach specialized meanings to 
words that have different 
everyday meanings. 
Accordingly, we chose to use 
plain language as much as 


possible. 


Should the implementation 
be intensive or laissez-faire? 


The Steering Group and the 
Executive Committee recognized 
that the introduction of a new 
auditing Manual provided a 
unique opportunity to bring the 
Office together, to increase the 
knowledge of practitioners about 
expected approaches to auditing 
and to improve communication 
about substantive issues within 
the Office. An intensive 
implementation period was 
planned with the objective of 
giving people an opportunity to 
know and understand the policies 
in the Manual and satisfy 
themselves that they are being 
applied in practice. 


One of the results of the review is 
that we understand more clearly 
the kinds of issues that need 
further research and development. 


Future Development 


A substantial agenda for future 
development has been produced. 
Many of the items on the agenda 
are not new but are areas that are 
conceptually difficult and on 
which there is as yet no consensus 
of approach among practitioners. 
The priority of agenda items is 
now being addressed in the Office. 


Many items on the list cross over 
disciplinary lines and will require 
collaboration among functional 
responsibility leaders to make 
significant progress. Many 
require that we develop a better 
and shared understanding of what 
we mean by “good 
accountability” and “due regard”, 
which are the outcomes that 
comprehensive auditing is 
intended to promote. The 
challenge for the future may well 
be to find some way to stand 
outside of the patterns imposed 


by structures — government 
organizational structures, Office 
organizational structures, and 
auditing conventions, for example 
— and to re-examine some basic 
questions. 


Two examples illustrate the kinds 
of questions that might usefully 
be addressed. 


¢ Defining Performance. 


The primary objective of 
the review was to allow 
the written methodology 
to catch up with the 
evolution that had taken 


place in the Office’s 
practice by capturing the 
lessons learned in 
successful audits. 


We have moved to a results 
basis for our audits. The 
aspects of performance that 
we typically look at have been 
based, for the most part, on 
legislative considerations 
(economy, efficiency and 
effectiveness), traditional 
management cycles or 
functions (planning, 
organizing, implementing, 
controlling) or private sector 
templates (profit or loss). 
Useful as these have been, 
they may not be complete and 
may constrict our work. In 
value-for-money auditing, for 
example, our attributes of 
well-performing organizations 
and values studies have 
identified different aspects of 
performance. Similarly, the 
Canadian Comprehensive 
Auditing Foundation’s 
effectiveness research study 
has provided another 
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framework for looking at 
results. All of these have 
attracted considerable 
attention and action in the 
management community and 


... the introduction of a 
new auditing Manual 
provided a unique 
opportunity to bring the 
Office together, to 
increase the knowledge 


of practitioners about 
expected approaches to 
auditing and to improve 
communication about 
substantive issues 
within the Office. 


in other jurisdictions without 


being reflected significantly in 


our recurring audits. This 
raises some important 
questions for research and 


development. How should we 


categorize results for the 
purpose of conducting 
results-based audits? To what 
extent are some of these 
newly described aspects of 
performance capable of being 
measured? To what extent 
might they be important and 
legitimate objects for audit 
attention? 


In the attest field, there are some 
related questions. The point has 
been made, for example, that our 


attest audit methodology focusses 


on balance sheet verification and 
the determination of the 
profit/surplus or loss/deficiency 
for the year. This reflects private 
sector preoccupation with profit 
as the measure of the results of 
Operations. It may be, however, 
that policy-oriented entities 
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require more attention to the 
operations statement, either to 
different displays of operations or 
to the determination of 


sub-elements of the “bottom line”. 


¢ Audit Objectives. The 
Manual reflects the reality of 
the current practice in which a 
“product line” of different 
types of value-for-money 
audits has emerged. It allows 
for a range of different audit 
objectives for 
value-for-money audits, two 
of which are: 


* to assess whether 
important criteria have 
been met; and 


* to investigate and report 
upon (the causes and 
effects of) apparent 
anomalies in performance. 


This raises the question of when it 
is more appropriate to adopt one 
audit objective or another. It calls 
for additional discussion about 
the implications of that choice on 
both conducting and reporting the 
audit. 


Jamie Hood and Michael Weir. 


In the attest field some interesting 
questions are being raised 
concerning audit objectives in 
light of the increased use of data 
bases and more frequent reporting 
of financial transactions. Do 
annual financial statements serve 
a real purpose in this type of 
market? Should auditors be 
attesting to the integrity of the 
data bases from which the 
financial information is derived? 


The Manual is not intended to be 
a Static document, nor can it be. 
As issues are researched and 
consensus reached on how to deal 
with them, it will be reflected in 
the Manual. The framework is in 
place, and the outstanding issues 
have been identified. The task 
ahead is to come to grips with the 
issues and to advance the 
discipline of comprehensive 
auditing into the next generation. 
The Methodology Development 
Committee is currently 
developing a strategic plan for 
methodology development within 
the Office that should help to 
accomplish the task. 


Executive Promotions 


In March 1991, then-Auditor General Ken Dye announced the following senior level (PX) promotions. 
Three Principals were promoted to the PX-2 level: Maria Barrados, Tom Hopwood, Roger Simpson. 
Three Directors were promoted to Principal (PX-1): Micheline Massicotte, John O’Brien, André Parson’s. 


Maria Barrados 


“The Office is a fascinating place to work. You 
have the opportunity to work with a group of 
top-notch professionals with a strong mandate to 
find out whether things are working well in 
government. A perfect charge for a trained 
researcher. On top of that, all my audit 
assignments have been interesting ones.” 


Maria Barrados joined the Office in 1985 as a 
Director in the Effectiveness group. She has 
worked on a number of value-for-money audits 
as an effectiveness specialist and as a project 
manager. Most recently she was the audit 
Principal responsible for the value-for-money 
audits of Statistics Canada and Consumer and 
Corporate Affairs. Her current responsibilities 
include functional responsibility for the 
Effectiveness group and the audits of Fisheries 
and Oceans, Consumer and Corporate Affairs 
and Forestry. 


Maria has a PhD in Sociology with a specialty in 
applied research methods and statistics. She has 
worked as a researcher in university, research 
manager and program and policy analyst in 
government and in a major Crown corporation. 


Tom Hopwood 


“The next few years are going to be very 
interesting. The role and structure of the federal 
government is being debated, departmental 
budgets and programs are being challenged, the 
way we carry out and report our work is being 
considered, and we have a new leader. 
Significant changes are taking place, and it 
seems likely that we’ll be expected to play a 
strong, and perhaps different, role in the change 
process.” 


Tom’s path to the OAG included positions with a 
number of federal departments and agencies. 
After graduating, Tom worked in the operations 
research and engineering areas of Indian and 
Northern Affairs, the Post Office, and Transport 
Canada. In the late 70s he moved into the 
research policy arena. He then worked for the 
Department of Industry Trade and Commerce 
(and later ISTC) where he was involved with 
industrial development projects, international 
industrial co-operation, and program 
management. 


During his seven years with the OAG, he has 
devoted the majority of his attention to the 
Department of National Defence. 
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Roger Simpson 


“When I came to Edmonton in 1987, I had no 
real appreciation of what regional life was like. I 
have found it full of challenges. Few people get 
to experience the North, both as a fascinating 
series of clients and as a remote, harsh and 
beautiful environment with unique opportunities. 
I am one of the lucky ones, as I get to work with a 
great bunch of people: my own talented staff, 
those in the other western offices, our Ottawa 
colleagues, and the culturally diverse 
northerners with their own unique views. But we 
serve not only the North. As regional people, we 


are also partners with our Ottawa colleagues in 
the full work of the Office.” 


Roger Simpson came to Canada from England in 
1973, with his English CA designation, in search 
of wide-open spaces. He had previously worked 
in the city of London as a taxation specialist. He 
became a Canadian CA shortly after arriving. He 
joined the OAG in December 1981 after two 
years as controller of a fishing company. Prior to 
that he had worked in Ottawa with the 
Department of Fisheries and Oceans and Audit 
Services Bureau. Roger obtained his MBA from 
Concordia University in 1987 on an Office- 
supported program. Roger’s first job in the 
Office was as director for the final audit year of 
DREE. He later moved on to the Environment 
Audit Team and then to the second Financial 
Management and Control Study in 1985. He 
became the Principal of the Edmonton office in 
the summer of 1987. He is interested in good 
management and accountability and welcomes 
the entrepreneurial thrust of PS 2000. 


} . 
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Micheline Massicotte 


“For two years, I have worked closely with 
colleagues in the private sector, and this 
experience has allowed me to appreciate the 
independence that we enjoy compared to the 
entities we audit. As a result, we can exercise 
our profession with appropriate objectivity. 
Certainly no environment tis perfect, but all you 
have to do is compare yourself to others to 
appreciate the quality of our professional life and 
the opportunities for training. Quality and 
innovation are distinctive characteristics of the 
Office, and it is necessary to maintain them, 
while keeping in mind the costs associated with 
them.” 


Micheline Massicotte joined the Montreal 
regional office in 1977 after completing her 
articling with Fortier Hawey Touche Ross. She 
obtained her CA designation in 1977. During the 
course of her Office career she has been involved 
in the audits of several Crown corporations and 
departments. She was seconded to Ottawa for 
several months to work on the comprehensive 
audit of the Public Service Commission. She is 
presently responsible for the audits of several 
corporations, including the Federal Business 
Development Bank and she is also involved with 
the audit of Société Radio-Canada (CBC). She 
actively participates in the management of the 
Montreal office, where she is responsible for 
personnel planning and co-ordinating training 
activities, annual appraisals and recruitment. 
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John O’Brien 


“Over the next five years the Halifax office faces 
many challenges including delivery of up to six 
special examinations, two comprehensive audits 
as well as our ongoing base of attest and 
authority, Public Accounts and referral 
assignments. However, our most important goal 
must be to continue to attract and retain the kind 
of professional, highly motivated (and good) 
people that we have in the Halifax office.” 


In 1977, John O’Brien joined the Office as part 
of the DSS (Supply) team in Ottawa. He 
obtained his CA designation in 1981 and 
participated in the Career Assignment Program 
from 1984 to 1986 with an assignment in the 
Department of Fisheries and Oceans. John has 
been involved in comprehensive audits of DSS 
(Supply), Labour Canada and Fisheries and 
Oceans (on two occasions) as well as annual 
audits and special examinations of Crown 
corporations. He has been back in his native 
Halifax since 1986 and is currently jointly 
responsible, with Brian Pearce, for the Halifax 
office entities. 


André Parson’s 


“In 1978 when I informed my colleagues in the 
private sector that I was going to join the OAG, I 
remember being told that I would find it boring 
and lacking in challenges and that I would return 
to the private sector in a few months. I realized 
then, and since, that they did not know the OAG 
very well! I believe that finding ways to save 
Canadian taxpayers money and improve the 
government’s accountability are laudable and 
stimulating objectives. Furthermore, being with 
an Office that keeps enhancing its reputation of 
excellence, both at the national and international 
levels, makes us proud to be a part of it and 
keeps our minds young. We start to get old only 
when we have stopped growing.” 


André Parson’s joined the Office after working 
fora CA firm. He has been involved in the audit 
of many Crown corporations, such as Teleglobe 
Canada and the Canadian Arsenals Limited, 
which have since been privatized. In addition, he 
worked on the special examinations performed 
by the Montreal regional office. He is now 
responsible for the audit of Crown corporations 
such as VIA Rail Canada, and also the 
International Civil Aviation Organization, 
affiliated with the United Nations. He represents 
the Office at the annual meeting of the Internal 
Auditors of UN organizations and also is a 
member of the Technical Group of the Panel of 
External Auditors of these organizations. André 
has been a chartered accountant since 1976. 
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OAG Issues Opinion on 


Consolidated Government 


Financial Statements in 


Northwest Territories 


by Dale Shier, Manager, 
Edmonton Regional Office 


The OAG’s Mandate in the 


North 


Most readers are familiar with the 
Office of the Auditor General’s 
audit of the Government of 
Canada and its Crown 
corporations and agencies. But 
not everyone is aware that the 
OAG also audits the Government 
of the Northwest Territories 
(GNWT), the Yukon Territorial 
Government, and their Crown 


corporations and agencies as well. 


A team of four people in the 
Edmonton Regional Office does 
the GNWT audit. The GNWT is 
a billion-dollar-a-year operation 
that covers a third of Canada’s 
area and three time zones. 
Another group in the Edmonton 
office audits GNWT Crown 
corporations. 


Evolution of Government 


Financial Statements 


The focus of government 
financial reporting in Canada is 
evolving rapidly. Previously, the 
financial statements of federal, 
provincial and territorial] 
governments in Canada often had 
a narrow, legalistic focus: the 
statements served to summarize 
the legal authorities to raise funds 
and spend money, and then show 
how the government’s actual 


Moneta, Ian Campbell. 


results compared with the 
authorities. Most jurisdictions 
defined a “consolidated revenue 
fund” (CRF). Cash flows in and 
out of the CRF tended to be the 
focus of governments’ statements. 


But recently, governments in 
Canada have started changing 
their financial statements to 
become more “businesslike”. 
Government statements of 
Operations better reflect 
governments’ operations rather 
than just cash flows, and the 
statement of operations is 
becoming more of a true 
disclosure of governments’ 
financial positions rather than just 
a link between each year’s 
statement of operations. 


The GNWT audit team. From left to right: John Hagan, Dale Shier, Cheryl 


The GNWT’s statements reflect 
this trend. As the government 
evolved, it created several Crown 
corporations and other agencies. 
Its method of accounting for 
these entities was not always 
consistent. This is because 
governments lacked a conceptual 
framework for accounting for the 
activities of Crown corporations 
and other agencies. 


The CICA Handbook provides 
guidance to the private sector for 
accounting for the activities of 
related companies. If a parent 
company controls other 
subsidiary companies, then the 
parent issues consolidated 
financial statements that include 
the operations of the subsidiaries. 


PSAAC and the PSAAC 4 
Consolidation 


The CICA’s Public Sector 
Accounting and Auditing 
Committee (PSAAC) has played 
a critical role in the recent 
evolution of government financial 
statements by setting both 
accounting and auditing standards 
for federal, provincial and 
territorial governments. In 
November 1988, PSAAC issued 
its fourth accounting statement: 
Defining the Government 
Reporting Entity. PSAAC 
Accounting Statement 4 provides 
guidance on what agencies 
should be included in a 
government’s accounting entity, 
and how to account for those 
agencies. In sum, PSAAC 4 
provides a framework for 
government consolidated 
financial statements, and during 
our work we came to refer to a 
“PSAAC 4 consolidation”. 
PSAAC 4 provides the criteria for 
determining what preparers 
include in a government’s 
reporting entity: 


The government reporting 
entity should comprise the 
organizations which are 
accountable for the 
administration of their 
financial affairs and resources 
either to a minister of the 
government or directly to the 
legislature and which are 
owned or controlled by the 
government. (emphasis added) 


After deciding what entities are 
included in the consolidated 
government accounting entity, 
PSAAC 4 provides guidance on 
the accounting treatment. All 
entities are accounted for with 
consolidation, except for those 
that are considered to be 
“government enterprises”. 
Government enterprises are 
business-oriented organizations 


such as utilities, workers’ 
compensation authorities and 
liquor distributors. Enterprises 
are accounted for using a type of 
modified equity accounting. In 
essence, consolidated statements 
show the surplus of the 
enterprises as an asset in the 
government’s statement of 
operations. Consolidated income 
includes the income of individual 
enterprises. 


The GNWT Experience 


PSAAC does not issue 
pronouncements in a vacuum. 
The Public Sector Accounting 
and Auditing Committee is made 
up of accountants and auditors of 
governments. PSAAC involves 
other government accountants 
and auditors in standard setting 
through a process of exposure 
drafts and discussions. So when 
PSAAC issued Accounting 
Statement 4 in November 1988, 
the GNWT was already aware of 
its major points and fully 
supportive of it. The GNWT 
decided to issue unaudited 
PSAAC 4 consolidated financial 
statements for its year ended 

31 March 1989 as a secondary set 
of financial statements for 
comment. Subject to comments, 
it planned to issue consolidated 
statements as its main 1990 
statements and submit these for 
OAG audit. 


Edmonton’s GNWT team 
consists of Manager Dale Shier, 
AU2s Ian Campbell and John 
Hagan, and AU1 Cheryl Moneta. 
The first-time consolidation 
created tight GNWT reporting 
requirements. The entire team 
put in several 50-60 hour weeks 
to meet deadlines. This year we 
made extensive use of Lotus 
spreadsheets to audit the 
consolidation. In the future, the 


groundwork we did this year will 
make meeting deadlines easier. 


The GNWT consulted 
the OAG extensively 
throughout this process. 
While the GNWT 
recognized that the 
consolidated statements 
would be their 
statements and they 
would bear 
responsibility for them, 
they recognized the 
importance of involving 
the OAG both as auditor 
and as a leader in public 
sector accounting and 
auditing in Canada. 


In addition, functional leaders 
within the Office helped us form 
the Office’s position on a PSAAC 
consolidation. Assistant Auditor 
General Bill Radburn, Charles 
Carriére and Robert Beaudin of 
Technical Resource Unit were 
involved, primarily in the areas of 
defining the accounting entity 
and disclosure. Bill Radburn 
travelled to Yellowknife to attend 
a meeting between the Office and 
the GNWT’s Comptroller 
General to discuss consolidation 
issues. In addition, Assistant 
Auditor General Ron Thompson 
provided us with welcome 
comments on the statements. 


The GNWT consulted the OAG 
extensively throughout this 
process. While the GNWT 
recognized that the consolidated 
statements would be their 
statements and they would bear 
responsibility for them, they 
recognized the importance of 
involving the OAG both as 
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auditor and as a leader in public 
sector accounting and auditing in 
Canada. So the GNWT’s 
Comptroller General and the 
OAG developed a process where 
the GNWT did work on the key 
steps to prepare a consolidation, 
and the OAG commented on 
GNWT decisions as they 
evolved. Agreement was reached 
at key checkpoints in the 
consolidation process: 


1. Defining the accounting entity 
and determining accounting 
treatments 


2. Preparing the numbers in the 
consolidated statements 


3. Determining disclosure 


4. Preparing comparative figures 


1. Defining the accounting 
entity and determining 
accounting treatments 


This step created the most 
discussions between the OAG 
and GNWT. It requires a 
surprising amount of effort, and is 
absolutely key to creating good 
statements. The biggest difficulty 
here is determining all the 
possible entities to consider for 
inclusion in the accounting entity. 
Even in the Northwest Territories 
with only 50,000 people, there 
are over 300 entities that are 
related to government. Most of 
these are merely advisory 
agencies with no real financial 
existence, so they can be 
dismissed quickly from 
consideration for inclusion in the 
accounting entity. But preparers 
must consider all entities for 
possible consolidation. 


The consolidated GNWT 
reporting entity contains the 
following entities: 


Fully Consolidated 


Government of the Northwest 
Territories 


Arctic College 


Northwest Territories 
Housing Corporation 


Public Stores Revolving Fund 


Fur Marketing Service 
Revolving Fund 


Modified Equity 


¢ Petroleum Products 
Revolving Fund 


Northwest Territories Liquor 
Commission 


Northwest Territories Power 
Corporation 


Worker’s Compensation 
Board 


2. Preparing the numbers in 
the consolidated statements 
This is probably the easiest step 
in the consolidation, yet it is 
certainly not simple. Most 
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accountants have some distant 
recollection, usually not a fond 
one, of “consolidation working 
papers” which group the 
statements of each entity for 
consolidation and then 
summarize elimination and 
adjustment entries. The GNWT 
prepared their consolidation 
working papers manually. For 
this first audit, we decided to 
audit the numbers by parallel] 
reperformance: we drafted our 
own numbers, and compared 
them to the GNWT’s numbers. 
We used reperformance to force 
the auditors to think through the 
accounting entries and critically 
assess the GNWT entries. The 
OAG used a Spreadsheet based 
set of consolidation working 
papers instead of manual ones. 
This allowed for rapid posting of 
entries, but created what was 
lovingly called the “spreadsheet 
from hell”. Just the summary 
spreadsheet was large enough to 
cover a large desk and we held it 
together with tape. When we 
compared the GNWT and OAG 
consolidations, we were 
reassured to note that most 
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Signing the opinion. From left to right: Roger Simpson, Principal, 
Edmonton regional office, then - Auditor General Ken Dye, Dale Shier. 


differences were due to 
incomplete auditor information. 


The important lesson learned here 
was the large volume of 
adjustments necessary when there 
are Only nine agencies in the 
accounting entity. This will only 
get worse for larger 
consolidations. Reviewers of the 
consolidation file suffered from a 
“can’t see the forest for the trees 
problem”. We filed the 
unconsolidated financial 
statements, adjusting entries, 
summary, and other working 
papers as logically as possible. 
But the sheer volume of 
cross-references made it difficult 
to follow the flow of the file. To 
help overcome this, we invented 
a small spreadsheet to do an 
independent proof of the 
reasonability of consolidated net 
income. 


3. Determining disclosure 


PSAAC is a new committee with 
a huge job before it. It hasn’t had 
time to cover all areas of 
government financial reporting 
and disclosure that are now 
covered for the private sector by 
the CICA Handbook. 
Nevertheless, PSAAC had five 
(now seven) accounting 
pronouncements that cover many 
areas. We also refer to other 
sources such as the Handbook on 
topics where PSAAC has not yet 
issued a statement. One of the 
practical tricks of disclosure is 
obtaining sufficient but not 
excessive disclosure. The 1990 
GNWT consolidated statements 
contain 24 notes and 3 schedules. 


The GNWT referred to PPAAC 
Accounting pronouncements and 
the Handbook to determine its 
disclosure. The OAG did the 
same using a manual Handbook 
checklist, and a spreadsheet 


schedule of the requirements of 
the five PSAAC statements. 


4. Preparing comparative 
figures 


Financia] statements require 
comparative figures. Also, 
auditors must satisfy themselves 
about opening equity to form an 
opinion on consolidated net 
income. So the GNWT had to 
assemble comparative figures, 
and we had to audit them. 


The first audited GNWT 
consolidated statements were for 
the year ended 31 March 1990. 
So the GNWT used its unaudited 
31 March 1989 discussion 
statements for the 1990 
comparative figures. 


Because we set up our 
consolidation working papers on 
a spreadsheet, we found it easy to 
audit the 1989 comparative 
figures and 1990 opening equity. 


Consolidated 
31 March 1990 


Assets 


Net revenues (expenses) 
for the year 


Total surplus 


384,919,000 


2,746,000 


93,689,000 


The Results 


To date, all readers have 
commented favourably on the 

31 March 1990 consolidated 
financial statements of the 
GNWT. They provide a fuller 
view of the financial activities of 
a broadly defined GNWT. 

Table. 1 compares unconsolidated 
and consolidated GNWT 
Operations. 


The Future 


PSAAC continues to work to 
develop accounting standards for 
governments. It is currently 
working On issues such as 
accounting for fixed assets. Over 
time, government financial 
statements will become more like 
the statements of private sector 
enterprises. The GNWT 

31 March 1990 consolidated 
financial statements are one 
milestone in this process. 


Table 1 


Unconsolidated 
31 March 1990 


272,226,000 


(6,719,000) 


85,682,000 
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Professional Achievements 


Recently Elected Fellows of the Institute of Chartered 
Accountants of Ontario 


L. Denis Desautels 


Denis Desautels was 
recently elected a 
Fellow of the Institute 
of Chartered 
Accountants of 
Ontario. He took up 
the post of Auditor 
General in April 1991. 
At the time of his 
appointment, Mr. 
Desautels was a senior 
partner in the Montreal 
office of Caron 
Belanger Ernst & 
Young. 


For many years, Mr. 
Desautels served as an 
advisor to the Auditor 
General of Canada and 
the Auditor General of 
Quebec. For his 
distinguished service to 
the auditing and 
accounting professions, 
he was awarded the 
designation “Fellow” 
by the Order of 
Chartered Accountants 
of Quebec in 1986. He 
has been a member of 
the Public Sector 
Accounting and 
Auditing Committee of 
the Canadian Institute 
of Chartered 
Accountants since its 
founding in 1981, and 
was Chairman of the 
Committee in 1984-85. 


Dan Rubenstein Wins Award ... Again! 


William F. Radburn 


Bill Radburn is the 
Assistant Auditor 
General responsible for 
the Crown 
Corporations Group in 
Audit Operations. 


In addition to his role 
within the Office, Bill 
has been very involved 
in professional 
activities Over recent 


For the third time, Dan Rubenstein has won the Walter J. 
Macdonald Award from the Canadian Institute of Chartered 
Accountants, for his article “Lessons of Love” published in 
the March 1991 issue of CAmagazine. He previously won 
this award for “Artist, Scientist or Communicator? Our 
Crisis of Identity” published in January 1986 and for “Black 
Oil, Red Ink” published in November 1989. This makes 
Dan, along with Richard Clark, the only three-time winner 
of the award, established in 1962. 


The award will be announced in the September issue of 
CAmagazine and formally presented at the CICA’s annual 
meeting in Saint John, New Brunswick, on 15 August. An 
abridged version of “Lessons of Love” will be reprinted in 
the fall issue of Opinions. 


years. He has sat on 
the Canadian Institute 
of Chartered 
Accountants’ Public 
Sector Accounting and 
Auditing Committee 
for Six years, serving as 
its Chairman during 
1989-90. He has been 
elected as a member of 
Council of the Ontario 
Institute of Chartered 
Accountants since 1988 
and in June was 
appointed to the 
Institute’s Executive 
Committee. 
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One of the privileges that comes 
with being Auditor General of 
Canada is the opportunity to 
work directly with Canadians’ 
elected representatives in the 
pursuit of government 
accountability for its human and 
financial resources. Specifically, 
I’m referring to our appearances 
before the Standing Committee 
on Public Accounts (PAC) and, on 
occasion, other standing 
committees of the House of 
Commons and the Senate. 


At these appearances, we are 
called upon to explain and 
elaborate on the issues raised in 
the annual Report. After 
listening to us and to 
representatives from the 
department involved, the 
committee will usually draft a 
report to the House in which it 
makes its own recommendations 
for improvement. 


It’s obvious to me that a strong 
and active PAC can do much to 
emphasize, reinforce and build on 
the positions taken by the Office 
in reporting to Parliament. We 
do indeed depend on the PAC to 
give our work that “extra push”— 
to make sure that things do get 
changed, that improvements 
actually result and that progress 
continues throughout the year, 
rather than being confined to the 
few weeks around tabling of our 
Report. 


It’s also clear to me that the 
Committee depends on this 
Office for good information 
about the problems needing 
attention and a clear indication 
from us as to what needs to be 
done, especially as we head into a 
hearing. In its relatively short 
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history, this PAC has shown itself 
willing to tackle tough issues head 
on and to insist, in a non-partisan 
fashion, on clear explanations and 
commitments from officials. 


The current Public Accounts 
Committee was established this 
past spring with the opening of 
the current session of Parliament. 
Its nine members reflect a 
considerable breadth of 
professional background and a 
wide range of constituent 
interests. Individually, their 
political experience at the federal 
level ranges from three to just 
under twenty years. Two 
members have served as their 
party's Chief Whip and one has 
served as House Leader. 


In setting its fall schedule, this 
Committee has sent two strong 
messages to the bureaucracy. 
First, it has demonstrated support 
for the follow-up work of the 
Office by calling hearings on two 
follow-up segments from the 1990 
report. Secondly, it has taken a 
business-like approach to setting 
its fall agenda for hearings, 
holding hearings on six different 
issues in the first two months of 
the sitting. The schedule was 
based in part on a review of 
progress reports from 
departments requested by the 
Committee over the summer 
months. 


In my view, these actions by the 
Committee mean two things for 
the Office. First, where 
departments are not able to show 
significant progress in dealing 
with problems identified in our 
audits, the likelihood is high they 
will be called by the Committee to 
explain the lack of progress. 


Secondly, with this frequency of 
meetings, the chances are good 
that more of the priority issues 
identified in the report will 
receive Parliamentary attention 
than has been the case in recent 


years. 


These are signs of a strong and 
vibrant relationship with our 
Parliamentary client. For my part, 
I intend to continue to nurture 
the relationship by being open 
and responsive to the interests 
and concerns of all 
Parliamentarians. They are, after 
all, our main stakeholders. 


I also intend to encourage our 
continuing emphasis on results, 
both in the conduct and reporting 
of our audits and in the way we 
manage our own affairs. Sucha 
focus on results, what matters, 
and related client interests is very 
much in line with the developing 
Total Quality Management 
(TQM) philosophy within this 
Office. 


Zo a 
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L. Denis Desautels, FCA 


Opinions 1 


Introducing the New 
Public Accounts Committee 


by Holly Shipton, 
Parliamentary Liaison 


The Third Session of the 34th Parliament began in May, under the revised Standing Orders adopted with much 
controversy at the end of the previous session. Thus it was the Standing Committee on House Management, 
rather than a Striking Committee, that presented its second report on 24 May recommending the composition 
of the Standing and Legislative Committees of the House. 


The report named nine members to the Public Accounts Committee (PAC). Atits organization meeting on 

4 June 1991, a Chairman and two Vice-Chairmen were elected (under the old Standing Orders, only one 
Vice-Chairman was required). In accordance with the non-partisan nature of the Committee, the custom of 
electing an Opposition member as Chairman and Government members as Vice-Chairmen was followed. This 
change has the effect of strengthening the representation of the government in the leadership of the committee. 
The Committee followed its established practice of inviting a member from the NDP to sit with the chairman 
and vice-chairmen on the Sub-Committee on Agenda and Procedure (steering committee). 


At the time of writing, the Committee is operating with one Vice-Chairman. An election to replace Mr. 
Jean-Pierre Blackburn as Vice-Chairman has not yet been held. 


The PAC acts as the audit committee of Parliament. The Public Accounts of Canada and the annual Report of 
the Auditor General are automatically and permanently referred to the PAC as soon as they are tabled in the 
House. The Committee uses these documents to investigate the use of public funds by Government 
departments and agencies. 


Since its constitution, this Committee has embarked on an ambitious schedule of hearings, typically held every 
Tuesday and Thursday morning. Until the tabling of our annual Report, the Committee concentrated on 
following up on outstanding issues from the 1990 Report. The Office is looking forward to a busy spring 
schedule of hearings. 


The members of the new PAC are: 


Jean-Robert Gauthier, Liberal, Ottawa-Vanier 
Chairman 


A chiropractor by profession, Jean-Robert Gauthier has been a Member of 
Parliament since 1972. During his parliamentary career, he has been a 
member of the Standing Committee on Management and Members’ 
Services and the Committee on Miscellaneous Estimates, and has chaired 
numerous other House of Commons committees, including Health and 
Welfare and Estimates. In 1975 and 1976, he was appointed Parliamentary 
Secretary to the Minister of State for Urban Affairs. From 1984 until 1990, 
he was a member of the Standing Committee on Official Languages Policy 
and Programs which he also co-chaired in 1980. 


From February 1990 to February 1991, he was the Opposition House 
Leader. From November 1988 until February 1990, he was Deputy 
Opposition House Leader and from November 1984 until September 1990, 
he was Chief Opposition Whip and the official spokesperson for minority 


language groups. 


Jean-Robert Gauthier has been a member of the Board of Internal Economy since 1984. 


Photo by F.R. Laclair, Ottawa. 
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Cumberland-Colchester 
Vice-Chairman 


diploma in engineering. 


Eugene Bellemare, Liberal, Carleton-Gloucester 


Eugéne Bellemare was a member of the last PAC. He has a master’s 
degree in education and is a former high school teacher and adult 
education administrator. Prior to his election to the House of Commons 
in 1988, Mr. Bellemare was involved in municipal politics. He was a 
member of the Gloucester City Council from 1970-1988 and the Regional 
Municipality of Ottawa-Carleton from 1980-1985. He also served as a 
Trustee on the Gloucester Separate School Board in 1966. 


Brome-Missisquoi 


Bill Kempling, Progressive Conservative, Burlington 


In addition to his PAC duties, Bill Kempling serves as Parliamentary 
Secretary to the President of the Treasury Board and Minister of State 
(Finance). He has chaired the Standing Committee on Private Members’ 
Business and numerous caucus committees. He has previously served as 
Parliamentary Secretary to the Minister of Employment and Immigration 
and to the Minister of Public Works and was a member of the Standing 
Committee on Finance, Trade and Economic Affairs for seven years. 


Bill Kempling served in the RCAF during World War II. After the war, he 
taught school and later entered business. He was elected to the House of 
Commons in 1972. 


Bill Casey, Progressive Conservative, 


Bill Casey was a businessman before being elected to the House of 
Commons in 1988. He owned a car dealership and a manufacturing firm. 
He has been on the Board of Directors of the Tidal Power Corporation 
since 1981. In addition, Bill Casey has been involved in community 
activities as Chairman of the Brookdale School Trustees (1985-88), 
Chairman of the Flowers of Hope Campaign (1988) and Director of the 
Nova Scotia Special Olympics (1988). He has a degree in science and a 


Gabrielle Bertrand, Progressive Conservative, 


Gabrielle Bertrand was elected to the House of Commons in 1984. Since 
that time, she has served as parliamentary secretary to the Minister of 
Health and Welfare and to the Minister of Consumer and Corporate 
Affairs. She has been a member of the Standing Committee on Health and 
Welfare, Social Affairs, Seniors and Status of Women, the Standing 
Committee on Justice and the Solicitor General and the Beaudoin 
Committee, a special joint Committee with the mandate to make 
recommendations on the process for amending the Constitution. 


Mrs. Bertrand was well known and actively involved in community work in 
Quebec prior to her election to Parliament. 
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Gaby Larrivée, Progressive Conservative, Joliette 


The newest member of the PAC, Gaby Larrivée was first elected to the 
House of Commons in the 1988 general election. In 1989, he was 
appointed to the Standing Committee on Consumer and Corporate Affairs 
and Government Operations. In 1990, he was the Vice-Chairman of the 
Standing Committee on Agriculture. 


Before his election to the House of Commons, Mr. Larrivée was a 
bussinessman. He also served as Mayor of the municipality of 
St-Charles-Borromée from 1983 to 1988 and as Trustee of the Municipality 
of Joliette County from 1987 to 1988. 


Guy Saint-Julien, Progressive Conservative, Abitibi 


Guy Saint-Julien has been a Member of Parliament since 1984. He was a Senior 
Clerk with Hydro Québec at James Bay. He served as Federal Elections Secretary in 
1980 and was President of the United Steelworkers of America, James Bay Local, 
technical assessments. He is a member of the Kiwanis Club and the Knights of 
Columbus in Val d’Or. 


Jack Whittaker, New Democratic Party, Okanagan- 
Similkameen-Merritt 


Jack Whittaker, a lawyer, was a member of the last PAC. Before his 
election to the House of Commons in 1988, he was a member of a two- 
person law firm in Osoyoos, B.C. and served as Crown Counsel in a 
number of locations. He has also been employed as a pulp mill worker and 
served as shop steward and chair of the safety committee in his local union. 


Jack Whittaker was active in his community and served as Alderman for the 
Town of Osoyoos. 


Douglas Young, Liberal, Acadie-Bathurst 
Douglas Young is a teacher, broadcaster, lawyer and businessman. 


He was involved in provincial politics prior to his election to the House of 
Commons in the November 1988 general election. He was first elected M.L.A. in 
New Brunswick in 1978 and was re-elected in 1982 and 1987. He was appointed 
New Brunswick Minister of Fisheries and Aquaculture in 1987 and served as Leader 
of the Liberal Party of New Brunswick from 1981-83. 


Mr. Young was a member of the House of Commons Standing Committee on 
Finance, and is currently Treasury Board Critic for the Official Opposition. 


As you can see, the members of the PAC bring a breadth of experience to their task. This will be useful, given the variety 
of issues with which they undoubtedly will be dealing. The early signs are very good regarding the productivity of the 
Committee, its level of effort and the strong interest the Committee has shown in the work of our office. 
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The Audit of Motor Vehicle Fleet 
Management in the Federal Government 


by Theresa Duk 
Director, Audit Operations 


A special audit of motor vehicle fleet 
management was described in the 
199] Report of the Auditor General 
of Canada to the House of Commons. 
In this article, Theresa Duk discusses 
the audit from its inception, through 
the processes team members used and 
the challenges they faced, to the 
report's finalization process. 


The audit was a collaborative effort 
and included staff from the regions 
and other Office of the Auditor 
General (OAG) departmental teams. 
The staff members from the Office of 
the Auditor General who worked on 
this project included: John Koros, 
Bruce Maranda, Jim Murley, Neil 
Papineau, Gaétan Poitras, John 
Proudfoot, Edith Colton, Dave 
Saunders, Caroline Smallman, 
Jean-Luc Tétreault, Ivar Upitis, 
Roland Ezn, Lucie Chagnon as well 
as several consultants. Alan Gilmore 
was the responsible Principal and 
Theresa Duk the Director. 


The Challenge of 


Multi-Departmental Auditing 


Special Audits Group’s most 
recent contnbution in 
government-wide or 
multi-department audits was the 
audit of motor vehicle fleet 
management. In addition to a 
chapter in the 1991 Report, the 
audit yielded a note on the 
Department of National Defence 
(DND) VIP fleet of vehicles, 
resulting in a major reduction in 
the size of that fleet. 


A major reason for examining the 
government's fleets was 
materiality: capital acquisition 
costs of $450-500 million, 


operating costs of $100 million a 
year, replacement costs of 

$60 million a year, plus other 
costs such as storage, salaries of 
drivers and management 
software. Furthermore, vehicle 
management is an area of sizeable 
risk given the ready availability of 
vehicles to government personnel 
at all levels. 


Our audit scope covered the 
management of the government’s 
standard commercial vehicles. 
We examined how efficiently, 
economically and effectively 
vehicles were being used within 
specified program requirements. 
Our objective was to assess fleet 
management practices against the 
principles of the life cycle 
approach to vehicles, energy 
conservation and environmental 
protection. 


Spanning five line departments, 
as well as the Department of 
Supply and Services and Treasury 
Board, the audit was a challenge 
to draw together, both in concept 
and in practice. Like all special 
audits, it required a significant 
level of co-ordination among the 
auditors from our own team, 
departmental teams, OAG 
regional staff and departments. 
Each departmental audit team has 
its own ways of relating to 
departments and departments 
have their own ways of 
responding to the Office. Dealing 
with these different approaches 
while maintaining comparability 
and fairness was a major task of 
the audit. 


Throughout the audit, we 
monitored how our audit plan 
and approach was working. We 
needed to ensure that the 
departmental audits were 


Standing left to right: Dave Saunders, Ivar Upitis, 
Alan Gilmore, Gaétan Poitras, Jean-Luc Tétreault, 
Neil Papineau, seated: Theresa Duk, Edith Colton. 


comparable to make 
across-the-board observations on 
our lines of inquiry. As the 
examination phase evolved, we 
modified the program as needed 
to suit the particular 
circumstances of departments. 


Each auditor rapidly became an 
expert on vehicle management 
practices including acquisition, 
needs analysis, specifications, 
operation, maintenance, 
replacement strategies and 
disposal. This was no mean feat. 
We were helped by private sector 
fleet management companies who 
provided specialized advice 
throughout the audit. 


Vehicles Highly Dispersed & 
Responsibility Decentralized 


Our challenge in using a 
results-based approach was the 
size of the government fleet — 
30,000 vehicles — and the extent 
of its geographic dispersion. 
Among the top five or six 
departments, there were literally 
hundreds of locations. 
Management practices varied by 
branch, and functions varied 
significantly both within and 
among departments. We visited 
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about 42 locations in six 
departments within a relatively 
short time. To obtain detailed 
information, we often had to 
review activities at many sites tied 
to the locations. In one 
department, for example, a 
region had 19 custodians 
dispersed among different offices 
and field sites, individually 
managing clusters of vehicles. 
Responsibility for vehicles at 
various points in the life cycle was 
also split, and alternated between 


common service agencies and line 
departments. 


During field visits we conducted a 
detailed review of acquisition, 
vehicle utilization, repair and 
maintenance, and 

replacement/ disposal decisions. 
We used the results to generalize 
potential savings beyond the 
actual locations and to validate 
data on large data bases. In 
ageregate, they pointed to real 
and potential annual savings of 
many millions of dollars. 


Results-Based Audit 
Required Innovative 
Approaches 


New and creative approaches 
were needed to produce results 
that could be generalized reliably. 
Departments had various data 
bases on vehicles. 


With help from the Office’s 
Computer Audit Group, we 
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obtained, validated and reworked 
selected departmental data bases 
for our audit purposes. The 
information was transferred into 
IDEA (Interactive Data Extraction 
and Analysis) on our personal 
computers. This gave the audit’s 
efficiency a tremendous boost. 


The tricky part was understanding 
the departmental data. It was not 
always what it seemed; it took 
time to establish the linkages 
between subfiles and major files. 
The departments’ normal use of 
the data did not necessarily 
coincide with our purposes, so in 
some cases major restructuring of 
the data base components was 
necessary. 


Bringing the information in-house 
saved the departments significant 
work in developing reports for us 
that were not part of their 
standard reporting procedures. It 
also provided us the flexibility we 
needed to create the desired 
profiles and statistics. 


With the restructured data bases, 
we were able to conduct 
numerous tests related to the 
efficiency, economy and 
effectiveness of vehicle 
acquisition, use, maintenance and 
disposal. The alternative, 
manually searching through files, 
would have made this task costly 
and time consuming, even on a 
sampling basis. 


Our customized data base allowed 
us to use the data in ways it had 
not been used before. For 
example, we were able to assess 
the extent and cost of 
departments buying different 
types of vehicles and options. 
Another useful indicator of 
performance our system easily 
generated was a comparison of 
prices paid for equivalent 
vehicles, down to make, year, 
model, options, and delivery 
period. We were also able to 
determine the extent of individual 
year-end purchases and to draw a 


sample for further examination in 
departments. 


Our data base helped us in 
determining whether departments 
were declaring surplus vehicles 
promptly when new replacement 
vehicles arrived. We assessed the 
government’s efficiency in vehicle 
disposal according to a variety of 
parameters, for example type of 
vehicle, region, and year. Using 
the contracting information 
available, we measured the extent 
to which different methods were 
used for purchasing items related 
to vehicles, such as repairs and 
parts. The data enabled us to 
assess the likelihood of duplicated 
and unnecessary transactions and 
contracts. 


Team Work Helps Produce 
Well-Received Report 


For our examination of the 
National Defence VIP vehicle fleet 
at Canadian Forces Base Ottawa, 
we created a data base on the 
vehicles’ daily use, purpose, 
destination and hours of trip. 

The analysis was provided to 
DND officials, which helped 
significantly in obtaining their 
agreement with the findings. 


Finalizing the report required 
discussion and co-ordination with 
six departments, as well as six 
departmental audit teams, all 
during roughly the same period. 
The process was complicated 
since several draft reports had to 
be distributed in both official 
languages, for comment from 
different regions and branches as 
well as headquarters. The 
individual departmental reports 
then had to be distilled into a 
chapter in a very short time. The 
report was well received; the 
Secretary of the Treasury Board 
asked for a special presentation 
on the audit. 


Public Accounts Committee Scrutiny 
of Canadian International 
Development Agency’s Accountability 


by Peter King, 
Director, Audit Operations 


Peter King, Director and functional 
specialist with the Major Capital 
Projects Group in the Office of the 
Auditor General, was the project leader 
of the Canadian International 
Development Agency (CIDA) project 
that is the sulject of this article. This 
audit is a good example of how 
co-operation between a functional 
specialist and an audit team can 
ensure the quality of the final audit 
product. The author thanks Principals 
Vinod Sahgal of Audit Operations and 
Mark Hill of Parliamentary Liaison 
Jor their suggestions to earlier drafts of 
the article. 


Background 
The Case: A Surface Issue 


On 24 October and 2] November 


1991, the Public Accounts 
Committee (PAC) held hearings 
on CIDA’s accountability for the 
results of a project to establish a 
coal washing plant in Pakistan. 
This article reviews the hearings 
and the events that led to them, 
and points out their implications 
for the work of the Office. 


The purpose of the coal washing 
plant was to prepare mined coal 
for use in the Pakistan steel 
industry, releasing badly needed 
foreign exchange by replacing 
expensive imported metallurgical 
coal with cheaper domestic coal. 


The industrial uses of coal require 
that the mined coal be crushed to 
gravel-sized lumps, and that 
impurities such as dirt and 
especially sulphur be removed. 
The resulting “clean” coal is then 


shipped for use in steel mills or 
thermal generating plants. The 
cleaning of the coal is done 
literally by washing it in water so 
that dirt, which is heavier than 
coal and therefore sinks in 
solution, is separated from the 
floating coal. In addition, 
water-soluble minerals are washed 
out. The coal is then extracted 
from the water by a centrifuge. 
Despite this process, some 
impurities such as sulphur 
remain, because they are 
chemically bonded to the coal. If 
there is too much sulphur in the 
coal after washing, it cannot be 
used for making steel without 
considerable additional cost. 


Our audit note reported that the 
plant had never reached more 
than one percent of its designed 
output and that CIDA had failed 
to undertake a feasibility study, 
before spending money on the 
project, to satisfy itself that it 
would be operationally viable. 


The Committee wished to hear 
why CIDA believed it could not 
be held accountable for the 
failure of the plant and, in CIDA’s 
words, could “obviously not be 
held accountable for all aspects of 
large integrated projects when 
working in co-operation with a 
sovereign government”. 


At first glance, the issue was what 
aspects of the project CIDA could 
be held accountable for. The 
Office held that, before spending 
money, CIDA was responsible for 
ensuring that the project was 
viable by doing a feasibility study. 
CIDA, on the other hand, 
maintained that it could not be 


Coal washing plant at Sharigh n Balichiston 
on the Afghan border with Pakastan. 


held accountable for each project 
it was involved in; that its 
accountability ended when it had 
satisfied itself that the 
government of the recipient 
country (in this case, Pakistan) 
had the ability to manage such a 
project. In effect, CIDA 
presented itself as a kind of 
banker or financing agent, who 
would provide the funds but 
would not become involved in the 
outcome of individual projects. 
The Office disagreed with CIDA’s 
view; a banker is vitally interested 
in the outcome, since the banker 
wants to be assured that the loan, 
complete with interest costs, will 
be repaid. Thus, there was 
disagreement from the outset as 
to whether CIDA could be held 
accountable only for selecting the 
means of implementing a project, 
or also for taking reasonable steps 
to ensure, to the extent possible, 
that the project would be 
successful. 
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OAG Objectives: 
The Fundamental Issue 


The Office had noted during this 


and other audits that CIDA, 
established by order in council, 
lacks enabling legislation that 
clearly lays out its accountability 
framework. Its accountability has 
become confused to the point 
where it can hardly be identified. 
What was needed, the Office 
suggested, was a clear statement 
from CIDA as to what its 
framework would be, ora 
commitment to produce one 
within a specific time. 


Assistart. Auditor General Paul Ward and 


Director Peter King in the Shalimar Gardens in 
front of the Tree of Death and the Tree of Life. 


The Office’s strategy was to 
demonstrate to the Committee 
that there was a definite problem 
with CIDA’s concept of its 
accountability, and to put the 
onus on CIDA to make its case. 


The Hearings: Getting at 


Fundamentals 


The hearing moved quickly from 
the details of the coal washing 
plant to the broader issues of 
CIDA’S overall accountability. 
From the opening statements, 
and through three hours of 
testimony, it was clear that the 
Committee wanted to know who, 
if not CIDA, was accountable for 
the results of aid expenditures. 
Members asked repeatedly how 
they could report back to their 
constituents on how the funds for 
foreign aid were being 
administered, and what results 
were being achieved. 
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In response, CIDA complied with 
a Committee request to present a 
managers’ proposal on what 
could be done so that CIDA 
would be seen to be more 
accountable. As CIDA explained 
its position, it became clear that 
the terms it employed were 
largely misunderstood. For 
instance, while discussing 
financing, the term “line of 
credit” was used repeatedly when, 
in fact, a “grant” was being 
discussed. What did emerge from 
CIDA was the suggestion that its 
programs, the elements of which 
would be discrete projects, would 
largely be implemented by 
executing agencies. While CIDA 
said it was prepared to be held 
accountable for the overall results 
of programs, it proposed that it 
would not be accountable for the 
actions of the executing agencies 
that delivered these individual 
elements. 


It was clear to all present that 
there was a disagreement between 
the Office and CIDA which CIDA 
claimed was a stalemate. 


In a closing statement, the 
Auditor General pointed out that 
he was not stressing accountability 
for its own sake, but for the sake 
of assisting CIDA to better 
achieve the stated objectives of 
projects for programs. 


PAC Report: Dealing with 


the Fundamentals 


The Public Accounts Committee 
expressed concern in its report, 
warning that similar situations 
could again occur and millions of 
dollars could be wasted. In the 
Committee’s view, CIDA had 
clearly contravened Treasury 
Board directives. In short, the 
Committee found the Agency’s 
position unacceptable. 


The Committee recommended 

that, as required by the Treasury 
Board, CIDA undertake full risk 
assessments of projects in which 


the Agency takes part solely or 
jointly. Furthermore, the 
Committee recommended that 
CIDA acknowledge its 
responsibilities and errors when a 
project fails in circumstances that 
have been under the Agency’s 
control. It said CIDA should 
share risk and responsibility in all 
projects in which it acts with 
partners. As for CIDA’s 
argument that it lacked the 
resources to adequately manage 
projects, the Committee 
suggested that CIDA consider 
doing less and doing it better. 
Finally, the Committee 
emphasized the lack of openness 
in CIDA’s communications. 
CIDA is required to report back 
to the House on the PAC’s 
recommendations. 


Conclusions 


The experience demonstrated 
that where there are areas of 
disagreement between the Office 
and an audit entity, the process of 
appearing before the Public 
Accounts Committee provides a 
public forum to bring the issues 
forward. When the PAC is well 
informed on both sides of an 
issue, it can make a succinct 
report to the House, with its views 
on the subject and guidance on 
how the disagreement can be 
resolved. 


The implications of this experience 
for the future work of the Office is 
that it is vital for an audit to 
identify and develop a sound 
understanding of a department’s or 
agency’s accountability, particularly 
in the area of program and project 
results. Such an understanding 
should be conveyed in clear 
enough language for the audit 
issues to be grasped by Members of 
Parliament and public servants. 
Improving the chances of a 
satisfactory resolution of 
disagreements on audit issues, and 
achieving our mission, depend 
heavily on these two prinaples. 


Lessons Of Love 


by Dan Rubenstein 
Principal, Audit Operations 


Office of the Auditor General Planning 
Principal Dan Rubenstein’s article 
“Lessons of Love”, published in the 
March 199] issue of CAmagazine, has 
won him the Canadian Institute of 
Chartered Accountants’ Walter J. 
Macdonald award for the third time. 
Below is an abridged version of the article 
which is published with permission from 
CAmagazine and the author. 

When Hooker Chemical buried tons 
of toxic waste near Love Canal, it left 
behind an environmental time bomb, 
a nightmare of litigation, and proof 
positive that accountants have to start 
thinking about the unthinkable. 


Throughout the Second World War 
and into the early 1950s, the Hooker 
Chemical Company buried 
thousands of drums containing 
chemical waste — mainly dioxins — in 
a landfill site by the Love Canal, in 
upper New York State. Some 25 
years later, the drums had corroded, 
and toxic gases were rising to the 
surface. It was a nightmare, not only 
for the residents of the housing 
project that had been built on the 
site, but also for the Occidental 
Chemical Corporation, which had 
taken over Hooker in the late 1960s. 


Many of Occidental’s senior 
managers were raised in an era and 
business culture that held 
productivity and prosperity next to 
godliness. Their social contract with 
society was to produce, and do it 
profitably. There was no clause that 
even mentioned the environment. In 
the 1980s, however, largely in 
reaction to the Love Canal and other 
disasters, the US courts began to 
question the very premise of the 
contract. As a result, Occidental may 
have to meetan estimated 
$260-million cleanup cost, and 
company management may feel it is 
being unfairly tried for a crime it did 
not commit — indeed for an act that 
was nota crime when the chemicals 
were dumped. 


But the truth is that judges, juries, 
legislators and the general public are 


judging the past by today’s 
standards. The courts have been 
hearing an ever-increasing number 
of environmental lawsuits and 
defining an entirely new social 
contract between business and 
society. What is emerging is 
nothing less than a revolutionary 
new concept of corporate 
accountability. The world is now 
facing at least a trillion-dollar 
environmental obligation, for which 
society is trying to sort out 
responsibility, trying to determine 
who’s going to pay for what. And 
one of the key problems here is that 
we, the accountants of the world, 
don’t yet really know how to 
account for cleanup costs and the 
related liabilities. 


To address this problem, I will 
discuss three fundamental concerns. 
First of all, using Hooker as an 
example, I will discuss the basis of the 
failure of traditional methods to meet 
the accounting needs raised by that 
trillion-dollar environmental 
obligation. Second, I will look briefly 
at some macro “green” accounting 
models. And, third, again using 
Hooker as an example, I will ask you 
to consider a new accounting model, 
in which I suggest a way to bridge the 
gap between macro green accounting 
and the micro realities of an 
individual company’s bottom line. 


How Traditional Methods Fail 


There is now a new class of invisible 
“stakeholders”, including people yet 
unborn, who can exercise common 
property nights in.a company without 
ever investing a dime in it. 


Consider the Hooker example. In 
1940, the company bought the steel 
drums that later corroded from a 
local supplier. The purchase was 
accounted for in monetary terms, was 
conducted according to a 
welldefined contractual relationship, 
and all the parties to the transaction 
were Clearly identifiable. The same 
applied in the purchase of the landfill 
site, which was recorded as an asset, 
at historical cost. 


Ross M. Skinner, in his Accounting 
Standards in Evolution (Holt, Rinehart 
and Winston, 1989) defines an asset 
as “a potential future benefit 
obtainable by a particular entity 
resulting from past transactions or 
events” which is fine for describing 
steel drums and such. However, 
under this traditional narrow 
definition, common-use property 
(that is, such “natural capital” as air, 
lakes and so forth; and, in this 
particular case, the sustainable, 
productive capability of the land 
where Hooker dumped its waste) is 
not recorded. 


What is emerging is nothing 
less than a revolutionary new 


concept of corporate 
accountability. 


The same problem arises in our 
traditional definition of a liability, 
whereby only explicit contractual 
obligations to shareholders, suppliers 
and so on can be recorded as 
liabilities. Accordingly, since there is 
no transaction with future 
generations, the potential liability of 
dumping toxic wastes at a landfill site 
cannot be recognized at the time of 
dumping. 


The problem here is a failure to 
recognize the natural capital 
contributed by society in the form of 
free goods such as air, water and 
other prerequisites for industrial 
activity, which are lent to businesses 
for use, rather than consumption. 
This is the basis of the judgments the 
courts are now handing down. Asa 
result, Occidental may face a 
quarter-billion-dollar liability to 
homeowners and the other 
stakeholders who suffered as a result 
of the Love Canal contamination. 
That is, the courts may establish that 
these hitherto “invisible” stakeholders 
had an interest in Hooker’s 
operations, even though it went 
unrecognized during the 1940s and 
50s. 
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The unfortunate fact is that, as we 
enter the ’90s, such interests are, to 
all intents and purposes, still largely 
going unrecognized by accountants. 
Currently, the key pronouncements 
governing our accounting for 
hazardous waste and similar items are 
the rules for contingent liabilities, 
and the limitations of these are 
obvious to anyone who cares to look 
at Occidental Petroleum’s 
consolidated financial statements, 
which devoted only half a page in 
1989 to the disclosure of contingent 
liabilities associated with the Love 
Canal cleanup rates. 


Quite clearly, their unique 
attributes of environmental 
accounting obligations make them 
inherently difficult to account for 
under any accounting rules. They 
take a very long time to settle; 
involve a high degree of 
interdependence with other users 
of common-use property; entail a 
great deal of uncertainty; and 
require complex estimations where 
there is no accepted basis of 
valuation. 


At the heart of the problem is the 
fact that there are no well-defined, 
“explicit” contracts outlining the 
rights, benefits and obligations of 
the parties concerned. Accounting 
for environmental obligations is not 
based on our traditional concepts 
of private property and stewardship 
of the stakeholders’ interests. 
Shareholders and customers now 
have to share their rights with 
individuals, communities and even 
plants and animals that may be 
affected by a company’s operations. 


Macro Green Accounting 


A growing number of accountants 
and economists are recognizi ng the 
deficiencies of accounting as 
currently practised. Some believe the 
answer is to provide better 
information on the physical 
quantities of resources used by a 
society. But most are focussing on 
GNP and other forms of national 
income accounting. 


One proponent of the physical 
quantity method is the London 
Environmental Economics Centre, 


which believes that, to achieve 
effective management of a natural 
and environmental resource base, 
policy makers need access to a 
constant, reliable and comparable 
set of data on the availability and 
use of the resources involved. 


It maintains that, although we 
naturally think of accounts in money 
terms, in fact there is no reason 
why they should not be presented 
in physical units, as long as they 
present the stocks and flow in a clear, 
identifiable way, and as long as they 
achieve a reconciliation between the 
different sets of stock and flow 
accounts. 


Fundamental to such green 
accounting is the key concept of 
natural capital, which is well 
described in a recent paper by 
Dr. Anthony Friend and Dr. David 
Rapport of the Institute for 
Research on Environment and 
Economy, University of Ottawa, 
who point out that economists 
traditionally measure productivity 
in terms of labour and/or capital. 
Neglected, they say, is the third 
factor of production: “land”, or 
what today we would call natural 


resources. They classify these as 
biological resources, which 
encompass natural waters, air, soil, 
and their biotic components, both 
flora and fauna, and non-renewable 
resources, which include stocks of 
minerals and hydrocarbons. 


The theorists who are taking a 
monetary approach and trying to 
link national income accounts to the 
use of natural resources are searching 
for ways to measure such factors as 
depletion of natural resources and 
the impact of environmental damage 
on the economic welfare of society. 
However, we really won’t begin to do 
what needs to be done until we have 
found a way to link these macro 
concepts with the accounting needs 
of a specific corporate entity. 


Recognizing the need for research in 
this area, the UN Centre on 
Transnational Corporations is 
funding an effort to develop an 
accounting model and method of 
reporting for sustainable income. 
The intended result is a set of 
accounts that measures a firm’s 
ability to deliver goods and services 
after a full accounting for 
environmental costs. 


Exhibit 1 


THE GREENING OF HOOKER CHEMICAL 
The 1940s and ’50s 


Natural asset trust account 
($ millions) 
1 January 1945 


Natural asset account 
1 January 1945 valuation $50 


Natural capital account 
1 January 1945 valuation $50 


Valuation based on higher of 
potential cleanup costs, or 
discounted cash flow of the 
future productive value of 
asset, over natural regenerative 
life cycle. 


December 31, 1946 


Natural asset account 
1 January 1945 valuation $ 50 
LESS: accumulated depletion 10 


Oue from Hooker Chemical 


Natural capital account 
1 January 1945 valuation 


Journal entries in 
Hooker Chemical’s books 


No journal entries. During 1945 
no dumping, no degradation of land. 


40 OR: Natural resource expense 10 


10 CR: Due to natural asset 


trust account 10 


To record land depletion 
50 expense for 1946, based on 
dumping, leakage, and so on. 


N. B. All numbers are fictitious, presented for i/lustrative purposes only 
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I call such an ability 
“ecopreneurship” and propose an 
approach to accounting that I believe 
is compatible with this concept. This 
approach is an attempt to measure 
both the full costs of production and 
the cost of failure to come to terms 
with today’s environmental 
requirements. 


My starting point is that if Hooker 
had been forced to think about the 
magnitude of the potential costs in 
Apnil 1945, it might have made a 
much better effort to develop 
methods of disposal, thus 
diminishing or eliminating the Love 
Canal situation at the very beginning. 


The underlying notion is that of 
sustainable development, which 
“meets the needs of the present 
without compromising the ability of 
the future to meet its own needs”. 
Translating this concept into 
accounting terms has led me to the 
idea of a “natural asset trust 
account”. In the ideal model 
outlined below the value of such an 
account would be set and then 
never change, if the company 
practised sustainable development 
and did not degrade the 
environment. Establishing this 
asset would also involve accounting 
for the invisible stakeholders who 
have no explicit or monetary 
contractual relationship with a 
reporting entity. I now propose to 
show how accounting for these 
invisible interests might have 
worked in the case of the land 


Exhibit 3 


THE GREENING OF HOOKER CHEMICAL 
Revaluation for the Buyout 


Natural asset trust account 
($ millions) 
1 January 1969 


Natural asset account 


1 January 1945 valuation 50 
ADD: valuation increase 50 
1 January 1969 valuation 100 
LESS: depletion adjustment 90 


Due from Hooker Chemical 


Natural capital account 

1 January 1945 valuation 50 
ADD: valuation increase 50 
1 January 1969 valuation 


Journal entries in 
Hooker Chemical’s books 


10 OR: Natural resource 


expense 45 


90 CR: Due to natural asset 


100 ~—‘ trust account 2 8) 


To adjust land depletion to 
reflect the 1 January 1969 


100 valuation. Adjustment 


100 recorded as “unusual” item on income 
statement. Liability to trust account is 
a visible part of negotiations between 
Hooker Chemical and Occidental, who 
will assume the liability to the trust 
account which is “transferred” with the 
transfer of land title 


N. 8. All numbers are fictitious, presented for illustrative purposes only 


acquired by Hooker Chemical half a 
century ago. 


The Greening Of Hooker 


Exhibit 1 shows how natural asset 
accounting would work. The first 
step would be to create a natural 
asset trust account that would be an 
integral part of Hooker’s financial 
statements, and there would be full 
accounting for it in physical and 
monetary terms. The first entry in 
the trust account records would be 
the land — a natural asset with a 


Exhibit 2 


THE GREENING OF HOOKER CHEMICAL 
Just Before the Occidental Buyout in the Late 1960s 


Natural asset trust account 
($ millions) 
31 December 1968 


Natural asset account 

1 January 1945 valuation $ 50 
LESS. accumulated depletion 45 
Due trom Hooker Chemical 


Natural capital account 
1 January 1945 valuation 


Journal entries in, 
Hooker Chemical’s books 


Normal land depletion expense, 
based on estimate of productive 
3 value degraded during the year 
Experts estimate 90% of 
45 productive value of land now 


50 lost. Sale to Occidental Chemical 


scheduled for 2 January 1969 


N. B. All numbers are fictitious. presented for illustrative purposes only 


valuation based on the higher of 
potential cleanup costs or the 
estimated discounted cash value of 
the asset’s future productive value 
over its natural regenerative life 
cycle. 


Using this natural accounting 
method, Hooker would have 
imputed a rental value for the land 
for the foreseeable future, based on 
assumption of inflation, increases in 
value, and future economic activity 
in the area; and it would have 
discounted these values over the 
next, say, hundred years. 


This methodology would have led 
Hooker to the capitalized value 
which, for illustrative purposes, I 
have set at $50 million, reflected in 
the 31 December 1945, account 
balances. During the year, there 
would be no journal entries relating 
to the trust account, because there 
would be no economic activity 
pertaining to the land and therefore 
no degradation of it. 


However, say that by 31 December 
1946, Hooker had started dumping 
waste on the land, depleting its 
future productive value by 

20 percent. Accordingly, a 
depletion allowance of $10 million 
would have been recorded in the 
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trust account, with a corresponding 
entry of $10 million due from 
Hooker. And, on Hooker’s books, 
a $10-million expense for natural 
resource use would have been 
recorded. Hooker would have also 
recorded a corresponding liability 
to the natural asset trust account. 
Funds paid into the trust set up to 
fund reclamation efforts, would 
have been claimed for tax purposes 
under new tax laws, hypothetically 
enacted in the early 1940s. 


Journal entries would have 
continued in a similar manner until 
the late 1960s, when Hooker was 
bought by Occidental. 


Shareholders and customers 
now have to share their rights 
with individuals, communities 


and even plants and animals 
that may be affected by a 
company’s operations. 


Exhibit 2 illustrates the natural 
asset trust account balances as at 
31 December 1968. They show 
that, after almost 20 years of 
dumping, the land is 90 percent 
degraded. The trust account 
record shows both this and a 
$45-million liability from Hooker. 


The underlying economic reality 
represented by these entries is that 
the land is now polluted, with 
limited future value, and that 
Hooker is liable to environmental 
stakeholders for cleanup costs. 


In real life, the courts have only 
begun to confirm and codify such 
liabilities. Going by the accounting 
rules that Iam suggesting, however, 
a revaluation of the natural asset 
account would have been required 
when an asset was transferred from 
one owner to another to ensure 
that the investors were not given 
any unpleasant surprises. 


The intrinsic, productive value of 
the landfill site has risen. Because 
ofa housing boom, land values 
around the Buffalo area have 
increased. Therefore, the economic 
loss suffered by environmental 


Exhibit 4 


THE GREENING OF OCCIDENTAL CHEMICAL 
The Days of Reckoning -- the 1990s 


Natural asset trust account 
($ millions) 
1 January 1988 


Natural asset account 


1 January 1969 valuation 100 
ADD: valuation increase 160 
Valuation 1 January 1988 260 
LESS: accumulated depletion 234 


Due from Occidental Chemical 


Natural capital account 
1 January 1969 valuation 100 
ADD: valuation increase 160 


1 January 1969 valuation 


Journal entries in 
Occidental Chemical’s books 


DR: Natural resource 
expense ert: 


DR: Deferred natural 


resource expense 116 
26 
CR: Due to natural asset 
trust account 144 
234 
$260 To record valuation adjustment, 


now that cleanup costs can be 
estimated with a higher degree 
of accuracy, Occidental elects 
260 to amortize adjustment 
prospectively over the next five years. 
Court has established Occidental’s 
potential liability to pay for most of 
cleanup 


N.B. All numbers are fictitious, presented for illustrative purposes only 


stakeholders has increased, because 
the land, could it be used for 
residential sites, would be worth a 
lot more — an estimated 

$100 million. However, as the 
natural asset account clearly shows, 
the land is still 90 percent degraded 
because there has been no cleanup 
effort. Accordingly, a $90-million 
depletion allowance would be 
required. The bottom line is that 
Hooker would now show a far 
greater liability than it did under 
traditional accounting methods. 


Exhibit 3 turns to Occidental’s 
accounting for the asset. Between 
1969 and 1988, there is no 
accounting required for the trust 
account asset because there has 
been no further industrial activity. 
In short, the dumping has stopped, 
although the land is still 90 percent 
depleted. In 1968, however, the 
court ruled that the firm may be 
liable for an estimated $260-million 
cleanup cost, averaged over the 
next few years. 


Exhibit 4 takes us into 1989 and 
the start of cleanup. During the 
year, Occidental spends 

$50 million toward repaying its 
“debt” to the fund and the invisible 
stakeholders. This $50 million is 
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reclassified to the natural asset 
account to show the restoration of 
the asset’s productive capability. 


By 1995, the cleanup is finished. 
The natural asset trust account has 
increased as cleanup costs have 
been capitalized and will remain at 
this balance, assuming that 
dumping does not resume. 


Accounting Redefined 


The model I have just outlined is, 
of course, only one possibility for 
bridging the vast gap between 
green accounting and the 
information needs of individual 
companies and their stakeholders. 
But what is most important, in my 
view, is the need to make the 
allimportant conceptual leap and 
redefine accounting as follows: 


Accounting measures the resources 
consumed in producing goods and 
services for trade and for 
promoting public welfare, as well 
as the resources preserved, and 
wealth created for future use, in 
accordance with conventions 
mutually agreed upon by both the 
stewards of these resources and the 
stakeholders to whom they are 
accountable. 


Bureaucracy 


Its Case, Its Causes, Its Control 


by Peter Andrew Simeoni, 
Director, Audit Operations 


This article first appeared in the May 
1991] issue of Policy Options, 
published by the Institute for Research 
in Public Policy. Opinions is 
reprinting extracts from the article 
with the permission of the author and 
the magazine. 


It is a powerful tool with which 
to accomplish democratically - 
chosen goals : yet, if not 
controlled, it will stifle freedom. 


Throughout this century, 
bureaucracy has been the 
dominant form of government 
organization. And yet, 
bureaucracy is commonly 
understood as a problem, as the 
root of much of the alienation 
and isolation of contemporary 
sodety. In popular culture, to 
characterize something as 
bureaucratic means that it 
involves an excessive insistence on 
rigid, pointless routine—on red 
tape. Bureaucracy personifies 
inefficiency, secrecy, delay, 
pettiness and indifference in 
government. More abstractly, 
bureaucracy hints of blind 
conformity, totalitarianism and 
the Orwellian vision of Big 
Brother. 


To say whether the popular 
suspicions of bureaucracy are well 
founded, we first need to see past 
these accepted notions and 
uncover the relationship between 
society and bureaucracy. The 
solution to the problem of 
bureaucracy in government can 
only come from an understanding 
of its history, the way it works and 
its role in society. 


The Background 


The term “bureaucracy” is over 
two centuries old and literally 
means rule by the office. First 
used in 1745 by French physiocrat 
Vincent de Gournay to describe 
the system of government 
administration in 
eighteenth-century Prussia, 
bureaucracy added another type 
of government to the list of 
existing forms, which included 
monarchy, aristocracy and 
democracy. The new form meant 
rule by officials, a system where 
power was in the hands of the 
employees of the state. 


As the complexity of society grew 
with the exercise of new 
freedoms, traditional 
organizations were replaced by 
more structured ones. 
Bureaucracy met the expanding 
needs of the new society in ways 
traditional organizations could 
not. Where government in the 
hands of feudal rulers could be 
arbitrary and regressive, in the 
hands of paid officials it was more 
stable, fostering the conditions in 
which capitalism and liberalism 
could flourish. Organizations 
which adopted the principles of 
bureaucratic organization proved 
more successful at directing and 
coordinating the work of 
increasingly large numbers of 
people. As German sociologist 
Max Weber put it, “The fully 
bureaucratic mechanism 
compares with other 
organizations exactly as does the 
machine with non-technical 
modes of production”. 


Weber stressed the strong 
relationship between the rise of 
capitalism and the stability that 
bureaucracy brings to business 


relationships and to the 
administration of commercial law 
by government. Bureaucracy 
established predictability in the 
relationship of the business 
enterprise with its workers, and 
with government and other firms. 
It made the internal workings for 
the firm predictable by assigning 
specific responsibilities to each 
employee. The division of work 
into individual tasks and 
responsibilities made the profit or 
loss calculation possible. 
Production plans and investment 
decisions were less risky when 
there was some certainty within 
the business about who was going 
to do what by when. 


From his empirical analysis of 
state, business and religious 
organizations, Weber derived six 
principles of rationality in 
administration. It is specialized 
(jurisdiction is divided into 
specific duties), hierarchical 
(organized in levels of increasing 
authority), documented (written 
records are kept), expert (staff is 
trained with the requisite 
knowledge), vocational (office is 
the incumbent’s principal 
occupation) and procedural (rules 
govern staff actions). Underlying 
these principles is a system of 
belief which gives legitimacy to 
the authority of rational 
administration. 


In Weber’s analysis, rational 
administration draws its 
legitimacy from “the belief in the 
legality of enacted rules and the 
right of those elevated to 
authority under such rules to 
issue commands”. 


Weber categorized this claim to 
legitimacy as legal authority, and 
contrasted it with the authority 
structures of feudal Europe, 
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which were based on obedience 
to traditions or to individual 
personalities. Legal authority 
depends on the following 
inter-dependent ideas—that the 
authority of the law is commonly 
accepted, that the law is 
consistently applied, that the law 
applies to everyone, that 
obedience to the law is owed only 
as a member or as a citizen, and 
that obedience is to the 
impersonal law and not to 
tradition or to an individual. 


Within the context of legal 
authority, the concepts of the 
“office” and the “case” are central 
to the mechanics of rational 
administration. The office is the 
building block of rational 
organizations. The investiture of 
authority and responsibility in the 
office and not in its incumbent 
effectively separates 
administration from individual 
prerogative. 


In a liberal democracy, rules 
governing bureaucratic 
conduct are a protection, not 


a hindrance to individual 
freedom. 


The concept of the case flows 
from that of the office. In order 
to efficiently deal with large 
numbers of persons, 
responsibilities to each are 
defined only in terms of what is 
relevant to the organization’s 
mission. In this way, as Ralph 
Hummel observed, individuals are 
transformed into cases. For the 
sake of efficiency the formal 
relationship between office and 
case supplants the personal one 
between individuals. 


Offices are the building-blocks of 
bureaucracy, cases structure 
demand for service, and rules 
make it all work. Rules establish a 
fixed set of relationships among 
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superior and subordinate offices 
throughout the organization. 
Rules govern the exercise of 
authority and the proper conduct 
of responsibilities. They channel 
authority from the top of the 
organization down to its lowest 
ranks; accountability flows from 
the bottom back to the top. Rules 
control the contact between 
offices and cases. They ensure 
that each case is decided on its 
merit, that all other 
considerations are ignored, and 
that equity is assured. 


Bureaucracy realized its clearest 
technical superiority over other 
forms of administration when it 
was characterized by the following 
principles of organization: 


¢ Staff members are subject to 
authority only in relation to 
their official duties. 


* There is an hierarchy of offices 


(jobs). 


¢ The responsibilities of each job 
are defined. 


* Jobs are filled contractually by 
the best candidate. 


* Candidates are appointed on the 
basis of technical qualifications. 


¢ Staff members receive a salary 
and pension rights. 


¢ The higher up in the hierarchy 
the job is, the more it pays. 


e There is a career structure, and 
promotion is determined by 
superiors based on merit or 
seniority. 


¢ Staff members do not own 
their jobs or the assets of the 
organization. 


¢ Staff members are subject to 
systematic control and 
discipline in carrying out their 
responsibilities. 


Most of Weber’s 10 conditions 

are recognizable as legitimate and 
accepted aspects of work in large 
organizations today. Why then is 


our perception of bureaucracy so 
negative? 


The Paradox 


Weber hinted at the reason in his 
deliberate and recurring use of 
the machine analogy. He saw that 
bureaucrats are like small cogs in 
a mechanism which prescribes 
their every action. They have 
little control over what they do, 
and none at all over the purposes 
of the organization. Individuals 
in a true bureaucracy are not 
particularly important—they come 
and go. What is important is the 
long-term success and growth of 
the organization. 


The concept of the office 
separates personality from 
administration. Cases, which are 
abstractions, separate the right to 
service from the actual person. 
Bureaucracy has easily come to 
embody conformity and 
depersonalization. 


Yet, the very nature of our society 
creates the need for bureaucracy 
in government. Liberal 
democracy places enormous 
demands on government to 
supply a growing amount of 
public goods and services. Not 
only must government meet these 
demands, it must do so equitably, 
so that service recipients only get 
what they are entitled to in 
relation to their needs. 


Bureaucracy provides legislators 
with the best available means to 
meet these demands and still 
retain control. The office, the 
case and the rules are not 
arbitrary inventions designed 
solely to foster alienation in 
society. They are the necessary 
tools of public administration 
without which government would 
not function at all. 


This seems to create a paradox. 
We want big government, but we 
don’t want bureaucracy. We want 
an efficient, personal public 


service, yet administration is most 
efficient when it is 
depersonalized. We want 
individual (not rule-bound) 
attention from public servants, yet 
we want the rules to apply to 
everyone. 


The paradox, however, is more 
apparent than real. The positive, 
even necessary, aspects of 
bureaucracy have been generally 
overlooked in the rush of 
condemnation. The very 
characteristics of bureaucracy that 
routinely draw criticism—that it is 
impersonal and rule-obsessed—are 
its principal strengths in support 
of fundamental liberal-democratic 
values. 


Bureaucracy is the great 
leveller—it treats everyone the 
same. Bureaucracy breaks down 
differences in economic and 
social status and prestige. In this 
sense bureaucracy reflects a 
necessary and fundamental aspect 
of democratic society, equality 
before the law. In a liberal 
democracy, rules governing 
bureaucratic conduct are a 
protection, not a hindrance to 
individual freedom. 


The Problem 


Bureaucracy works—or rather, it 
can work. Yet, we no longer 
make a distinction between 
bureaucracy as an efficient way of 
organizing people to get things 
done, and bureaucracy as 
excessive or inefficient 
government. In fact, bureaucracy 
is neutral; it is simply that the 
process of bureaucratization in 
organizations 1s easily taken too 
far or not far enough. There is 
not so much a problem “of” 
bureaucracy as one “with” it. 


While an organization may 
develop the ideal characteristics 
of bureaucracy, one of two other 
results is more likely. 


In the first case, the nature of the 
organization’s environment 
encourages the growth of 
exaggerated management 
controls. This problem is called 
over-organization and is 
characterized by an insistence on 
routine until the proliferation of 
rules and hierarchy interferes 
with the discharge of the 
organization’s responsibilities. 
With over-organization in 
government, there is insufficient 
legislative review of how the 
bureaucracy works, what it costs, 
and what it achieves. 


In the second case, the 
environment favors management 
systems which are 
under-developed or non-existent. 
The problem is called 
under-organization and leads to 
excessive discretion and the 
arbitrary, subjective use of 
authority. Decision-making is 
inconsistent. Offices, cases and 
rules are not well defined. Similar 
cases are treated in an unlike way, 
or unlike cases are dealt within a 
similar way. With 
under-organization, the 
bureaucracy is not properly 
accountable for the exercise of 
the authority delegated by the 
legislature. Typically, the goals 
set out for the bureaucracy have 
been partially or completely 
co-opted by those of bureaucrats, 
of special interest groups, or of 
both. 


Seeing the problem as inherent in 
bureaucracy causes reform 
initiatives to mistake what are, in 
fact, the essential features of 
bureaucratic organization for the 
source of the trouble. Unable to 
recognize and focus on the 
pathologies of bureaucracy, 
reform of this type undermines 
the principles of rational 
administration and further 
damages the efficiency and 
effectiveness of an organization 
already suffering from under or 
over-bureaucratization. 


Means to an End 


There are considerable, on-going 
risks that the process of 
bureaucratization will go astray. 
Any reform initiative must reflect 
the inherent tendencies of 
bureaucracy to over- and 
under-organize in order to be 
effective. It must also be 
sustainable, since what we need 
are permanent ways of dealing 
with the pathologies of 
bureaucracy and not temporary 
measures that deal with 
peripheral or derivative problems. 
No matter what form change 
takes, it must target those 
tendencies of bureaucracy that 


By being held to account, the 
bureaucracy cannot indulge in 


excessive rule-making, inflate 
hierarchies, waste money. 


conflict with the workings of 
democracy. 


Any reform initiative should thus 
have at least two inter-dependent 
thrusts, but only one objective—to 
use bureaucracy as a means to an 
end. It should establish control 
over the bureaucracy through 
proper accountability while 
allowing public service managers 
the freedom to experiment and 
achieve. It should also foster an 
ethic of public service in 
government, based on respect for 
individuals. 


Accountability 


Accountability is the obligation to 
answer for a conferred 
responsibility. It defines who is 
responsible for what and to 
whom. There are two kinds of 
accountability in government. 
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Political or policy accountability is 


the accountability of elected 
representatives to their 


constituents. Here, the essential 
question is, “Is government doing 
the right thing?” In a democracy, 
this question is resolved between 


the candidates for public office 


and the electorate at election time. 


Management or bureaucratic 


accountability is the accountability 


of the public service to the 


legislatures or to Parliament. Its 


essential question is, “Is 
government doing it right?” 


We can distinguish three basic 
aspects of management 
accountability: legal-fiscal, 
process and program 
accountability. Legal-fiscal 
accountability has to do with 


whether management conforms 


with legislation and with 


approved policy and procedure; 


and whether money has been 


spent for the purposes for which 


it was appropriated. Process 
accountability has to do with 


whether a pre-determined course 
of action has been carried out and 
whether value for money has been 
achieved in the use of resources. 


Finally, program accountability 
has to do with whether a given 


course of action, or investment of 


resources, has achieved its 
intended result. 


Following from these principles, a 


properly functioning system of 


management accountability might 


require that the bureaucracy 
routinely report against the 
following criteria: 

* compliance with authorities, 


* identification of inputs, 


* clarity of management 
responsibility, 


* assessment of outputs versus 
standards, 


¢ identification of clients and 
their needs, and 


° feedback, measurement and 
corrective action. 


The degree to which specific links 
apply will depend on the kind of 
work carried out by the program. 
For those programs where results 
are observable, like cheques 
issues, taxes collected, crimes 
solved — the key may be 
performance measurement. For 
others where results are less clear 
but the work is observable — like 
social worker visits or 
employment counselling — the 
emphasis may be on adherence to 
procedures. 


A well-developed accountability 
relationship restrains the 
tendencies of government 
bureaucracy to over- and 
under-organization. By being 
held to account, the bureaucracy 
cannot indulge in excessive 
rule-making, inflate hierarchies, 
waste money, act arbitrarily or fail 
to achieve program objectives 
without in some way having to 
explain. 


An Ethic of Public Service 


Efficiency and consistency in 
processing large numbers of cases 
results from treating everyone 
equally, thereby supporting the 
defining characteristic of 
democracy-equality. This is an 
important aim but, as Michael 
Ignatieff points out in The Needs 
of Strangers, it is not enough: 


“Treating everyone as if their (sic) 
needs were the same may be a 
necessary condition, but itis not a 
sufficient condition for treating 
each of them with respect ... The 
most common criticism of 
modern welfare is precisely that 
in treating everyone the same it 
ends up treating everyone like a 
thing.” 


Big government requires 
bureaucratic organization. The 
essence of bureaucracy is rules 


and rules create cases—this cannot 
be avoided. What is needed, 
however, is an ethic of public 
service that values respect for 
individuals superimposed on the 
principles of rational 
administration. 


Respect is owed to each recipient 
of a service not only as an equal 
human being, but also as a unique 
individual. To Ignatieff, the 
difference is “whether strangers at 
my door get their stories listened 
to by the social worker, whether 
the ambulance man takes care not 
to jostle them when they are 
taken down the steep stairs of 
their apartment building, whether 
a nurse sits with them in the 
hospital when they are frightened 
and alone”. 


Rules do not preclude respect; 
respect requires extra effort but it 
is not inefficient. Recognizing the 
dignity of individuals is about 
fighting alienation and isolation. 
Fostering an ethic of public 
service upholds accountability and 
openness in government at the 
level of service provider and 
service recipient, where it counts 
the most. 


Conclusion 


Bureaucracy in government is a 
powerful tool with which to 
accomplish democratically-chosen 
goals; yet, if not controlled, it will 
stifle freedom. Weber 
understood bureaucracy—its 
history, its present and its many 
possible futures: 


“Tt is in such an evolution that we 
are already caught up, and the 
great question is therefore not 
how we can promote and hasten 
it, but what can we oppose to this 
machinery in order to keep 
mankind free from the parcelling 
out of the soul, from this supreme 
mastery of the bureaucratic way 
of life.” 
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Canada’s ninth Auditor General, Denis Desautels, presented his first annual 


Report on 3 December 1991. 


As I approach the first 
anniversary of my appointment as 
Auditor General and reflect on the 
events of a very challenging year, I 
recall] that one matter on which my 
views were sought virtually from 
the outset is Public Service 2000 
(PS 2000). 


According to the government, 

PS 2000 represents “the measures 
necessary to safeguard and 
promote the efficiency and 
professionalism of the Public 
Service in order that it may serve 
Canadians effectively into the 21st 
century”. It proposes a change in 
management approach - “a focus 
on results rather than process, 
flexibility rather than conformity, 
judgement rather than rules, 
innovation rather than risk 
aversion”. It also proposes giving 
additional authority to operating 
departments, and delegation of 
authority within departments to the 
lowest reasonable levels, in order 
to provide a more responsive and 
efficient service. In turn, it 
foresees more meaningful 
accountability for the use of 
authorities. 


Soon after my appointment I 
publicly expressed support for the 
objectives and principles of 

PS 2000. I did so because they are 
generally consistent with good 
management practices, and 
because the initiative has the 
potential to resolve issues, 
particularly human resource 
management issues, that the Office 
has identified over the last decade. 


I have continued to support the 

initiative through dialogue with 
officials, our 1991 Report to the 
House of Commons, and 
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presentations and comments to 
parliamentary committees such as 
the Standing Senate Committee on 
Nationa] Finance, that is studying 
PS 2000. I am convinced that the 
management approach PS 2000 
proposes - with its shift in 
emphasis from process to results, 
and its acknowledgement that 
improving service also means 
making employees fee] valued - 
can and must succeed. 


Despite my belief in the potential 
of PS 2000, I am not offering it 
blanket support. I will continue to 
make known my expectations on 
such matters as the need for 
prudence and probity, clear 
accountability and appropriate 
controls, and as necessary, raise 
concerns about the initiative, its 
implementation, or problems we 
see on the horizon. My purpose in 
doing so is neither to discredit nor 
to diminish the significance of 

PS 2000, but to foster positive 
discussion and debate that can 
contribute to its success. 


Our 1991 annual Report serves as 
an example of this approach. In it 
we gave illustrations of managers’ 
initiatives which improved the 
delivery of services at a lower cost 
to taxpayers, but that in our 
opinion, did not satisfy the 
requirements for parliamentary 
control. We emphasized the 
importance, in this period of 
change, of ensuring that managers 
understand - through training and 
guidance - how the parliamentary 
control framework will be applied. 


Beginning on page 17 of this issue 
is an article that presents a current 
view of PS 2000. It discusses the 

progress of the initiative, and 


factors - such as the need for 
parliamentary support - that will 
bear on its success. 


We will continue monitoring the 
progress of the initiative both “at 


the centre” and across departments. 


In addition, we will be observing 
and reporting on aspects of its 
implementation during the course 
of our ongoing audits. 


While we recognize that it may be 
early yet, ultimately the success of 
PS 2000 should be measured not 
only in terms of activities, but 
more importantly, in terms of 
outcomes. In carrying out audits 
over the next few years this will be 
taken into account. For me, 

PS 2000 is a necessary step in the 
modernization of our tederal 
administration — it cannot be 
allowed to become just another 
acronym. 
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L. Denis Desautels, FCA 
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Tabling of the 1991 Annual Report 


by Mark Hill 
Principal, Parliamentary Liaison 


3 December 1991 was an exciting 
day in more ways than one for our 
new Auditor General (AG) to have 
his first annual Report tabled in the 
House of Commons. Blowing snow 
and icy roads made walking and 
driving hazardous and challenged 
the logistics of the day. 
Nevertheless, tabling day 1991 
unfolded without mishap, to the 
delight of its many participants. 


Although the act of the Speaker 
laying the Auditor General’s Report 
on the table of the House of 
Commons is accomplished in the 
wink of an eye, countless hours of 
preparation by the Office of the 
Auditor General (OAG) staff and 
others are involved. 


This article describes some of the 
planning leading up to tabling day, 
the roles of various players, the 
events of the big day itself and the 
aftermath. 


Planning 


Planning for tabling day began in 
the early summer. The 
Parliamentary Liaison Group (PLG) 
prepared two schedules: one 
outlined the critical path for the 
preparation of the AG’s briefing 
notes by audit teams, and the other 
was a checklist that detailed what 
should be accomplished each week 
Starting in September and counting 
down to 3 December. 


The drafting, editing and production 
of briefing notes to support the 
Auditor General was the focus for 
many OAG staff during the fall. 
The resulting product was a volume 
of several hundred pages, listing the 
main messages for each Report 
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segment, the related principal 
references from the Report and 
other explanatory material. The 
actual briefing sessions with the AG 
were held in the weeks prior to 
tabling. 


At the same time, PLG was busy 
liaising with various parties to sort 
out the details and co-ordinate 
logistics with respect to 
accommodations and security on 
Parliament Hill, staffing, catering, 
delivery of supplies, and 
distribution of copies of the Report 
and its electronic version, as well as 
videotapes of the Report highlights. 


Many Players 


It would not be possible to organize 
and conduct an event such as 
tabling day without the involvement 
and co-operation of many people. 


First and foremost, the co-operation 
of the Speaker of the House of 
Commons must be secured to table 
the Report at 2 p.m. rather that at the 
usual (earlier) time for the tabling 
of documents during Routine 
Proceedings. This timing ensures 
that Members of Parliament (MPs) 
have the first opportunity 
for dealing with the 
Auditor General’s findings 
in a public forum. As well, 
this allows time for the 
media lockup, the MP 
preview and the Public 
Accounts Committee 
(PAC) in-camera hearing to 
be held in the morning. 
The wishes of the PAC 
must be ascertained and 
their assistance sought to 
arrange accommodation 

on Parliament Hill for the 
two events. Many House 
of Commons staff become 


involved: security services, 
distribution, and accommodations. 


Key contributors from the OAG 
include Materie] Management for 
supplies and distribution, 
Information Technology for OAG 
text services, Audio-Visual for 
supplying and running the video, 
the Library for furnishing 
background documents, and many 
volunteers who provide 
administrative support in staffing 
the two events. 


Media Lockup 


Despite the challenging weather, 
turnout at the media lockup was 
good. Well over 100 journalists and 
technicians participated. The wire 
services arrived early to set up 
banks of computers for their staff. 
When we officially opened the 
doors of room 200 in the West 
Block at 9 a.m., there was a small 
crowd waiting. A steady trickle of 
journalists willing to sign an 
undertaking to be “locked up” 
ensued. Around noon the 
photographers and camera operators 
arrived to photograph the Report 
and shoot background footage. 


Jean-Robert Gauthier, M.P., Chairman of the 
Public Accounts Committee; and Larry Meyers, 
Deputy Auditor General, Audit Operations 


confer at the in-camera meeting. 


It was fascinating to watch the 
approach taken by journalists faced 
with the onerous task of digesting 
the 500-plus page Report on diverse 
subjects in no more than five hours. 
The main points booklet appeared 
to be a popular starting point. In 
addition, the annual] Report video 
was available for viewing on 
request, OAG text search of all 
annual Reports since 1981 was 
offered and chapter authors were on 
hand to explain. The momentum 
built Slowly until lunchtime, when 
the pressures of looming deadlines 
started to emerge. There were 
groups of journalists huddling, 
others were searching out chapter 
authors and questioning them, and 
photographers were taking pictures 
of the annual Report. 


Members of Parliament Preview 


and In-Camera Hearing 


A very different event was running 
concurrently with the media lockup. 
In the Centre Block Railway 
Committee Room, the Public 
Accounts Committee hosted a 
confidential preview of the annual 
Report and held an in-camera 
hearing. Our Office provided the 
administrative support, supplying 
both the Report video and OAG 
text-search services. 


The purpose of this event was to 
allow time for Members of 
Parliament and their research staff 
to become familiar with the 
contents of the Report so that they 
could deal with it during Question 
Period following the tabling. 
Unlike the media lockup, MPs are 
free to come and go (although they 
must leave their copies of the 
Report behind and not divulge its 
contents before it is tabled). The 
research staff had to agree to stay in 
the room until tabling. 


During the in-camera hearing, the 
Auditor Genera] provided an 
overview of the Report and 


responded to the 
questions of 
Committee members 
and other MPs. 
Although the 
meeting is “off the 
record”, it is safe to 
say that the MPs 
were interested in a 
variety of matters 
raised in the Report, 
with no one issue 
dominating the 
discussion. 


After Tabling 


After the Report was tabled at 2 p.m., 
more activity ensued. Copies of the 
Report, in both official languages, 
were delivered to the office of each 
Member of Parliament. Copies 
were also delivered to the Press 
Gallery and National Press Club. 
OASIS (the parliamentary television 
network) was given copies of the 
video and the Parliamentary Library 
received copies of the EDP version 
of the Report (both the 1991 
diskette and the 11-year compact 
disc). 


The Auditor General, as is the 
custom, did not attend the media 
lockup, but instead met with the 
press at 4 p.m. At 6 p.m., he and 
many others tuned in to radio and 
television newscasts for the early 
media coverage. 


In the days and weeks after tabling, 
PLG closely monitored Question 
Period. On tabling day, the Report 
dominated. The leaders of both 
opposition parties questioned the 
government on key findings. 
Interest in the Report was strong 
and sustained until the House 
adjourned on 12 December. 


As a follow-up, PLG obtained 
individually bound copies of all the 
Report chapters and sent each 
chapter to the chair person and 
members of all standing committees 


Larry Meyers, Deputy Auditor General, Audit 
Operations; Auditor General Denis Desautels; and 
Raymond Dubois, Deputy Auditor General, Audit 
Operations at the in-camera meeting. 


of the House with responsibility for 
the entities involved. The Office 
provides this service to ensure that 
members of these committees have 
ready access to the Report segments 
of direct interest. In the past, this 
had led to the Auditor General 
being invited to appear before 
committees other than the PAC. 


PAC Hearing Schedule 


The PAC held its first public 
meeting after tabling on 

5 December. The order of the day 
was to commence consideration of 
the Report and determine which 
chapters warranted hearings after 
the Christmas recess. The Auditor 
General was on hand to answer 
questions and offer assistance. On 
tabling day, he had provided a letter 
to the Committee suggesting Report 
topics for priority consideration. 


At the time of writing, the PAC had 
scheduled hearings for early 
February on the Public Accounts of 
Canada 1990-91 as well as Debt 
Management and Employee 
Pensions (chapter 8). The spring 
promises to be a busy one. Likely 
topics for further hearings include 
the Environment chapter, the 
COSICS audit note and the 
Secretary of State - Translation 
Bureau audit. 
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The Media React to the Annual Report 


by Jennifer Hicks 
Public Affairs 


Deborah Dowling, National 
Economics Correspondent with the 
Ottawa Citizen, with Dennis 
Paproski. 


Media coverage of Auditor General 
Denis Desautels’ first Report to the 
House of Commons was dominated 
by several issues, including debt 
management and employee 
pensions, assistance for farmers, 
and accountability for spending on 
native programs. 


Other audit findings that made 
headlines and news broadcasts were 
complicated tax forms, crowded 
border crossings, and an inadequate 
computer system. The Auditor 
General’s call for a “scorecard” on 
government financial performance 
was addressed. Overpayments in 
student loans, slow action on 
environmental programs, 
insufficient vehicle management, 
and the costs of translation were 
also featured. 


And, of course, Denis Desautels 
was in the spotlight as journalists 
tried to identify the style and 
substance of the new Auditor 
General. 
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Accountability 


Front page headlines create a first 
impression and set the tone for 
coverage of the Report. This year, 
many focussed on accountability 
with such headlines as 
“Accountability nil: auditor” (Saint 
John Evening Times-Globe) and 
“Le vérificateur général dénonce le 
peu de transparence d’Ottawa” (Le 
Devoir). Some tried to be positive: 
“Report from auditor reveals some 
improvements, but...” (Red Deer 
Advocate), while others were highly 
critical: “Federal spending adds up 
to mess” (Calgary Sun) and 
“Ottawa dépense sans contrdéle” (La 
Presse). 


Pension Funds 


One of the most widely covered 
issues was the government’s 
management of debt and employee 
pension funds. For years, the 
federal government has borrowed 
from the pension accounts of public 
employees to help finance its deficit 
and debt. The Auditor General’s 


Laptop computers make it easy 
for reporters to file their stories. 


cal] to evaluate the financial 
implications of this practice led to 
some dramatic headlines: “Pension 
funds plundered” (Ottawa Citizen) 
and “Ottawa bleeds pension fund” 
(Kitchener-Waterloo Record). In 
some instances, as in these 
headlines, the media went beyond 
the Office’s intended message. The 
story also sparked comments from 
financial] analysts who defended the 
government’s actions and from 
those who called for a fundamental 
reassessment of the current 
approach. 


¢ as a ge 
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Journalists search through the annual Report looking for highlights. 


Room 200 of the West Block of the Parliament Buildings was a beehive of activity. 


Native Peoples 


Another prominent issue was the 
lack of planning and accountability 
for money given directly to 
Canadian native peoples. One 
article tried to sum up the whole 
audit in its first sentence: “The 
federal government doesn’t keep 
proper tabs on almost $2 billion 
spent annually on native peoples, 
provide enough houses on reserves, 
or sete land claims quickly 
enough, the Auditor General 
reported Tuesday” (The Province, 
Vancouver). 


Farm Aid 


Farm aid received a lot of attention, 
especially in prairie province 
newspapers: “Farm programs 
vague: Safety net and crop 
insurance plans don’t have final 
objective” (Regina Leader-Post) and 
“Farm programs mass of confusion, 
report says” (Brandon Sun). The 
audit found that a lack of clear 
objectives and program evaluations 
makes it difficult to assess the 
effectiveness of agricultural aid. 


Environmental Issues 


The Report noted that responsibility 
for the environment in Canada is 
shared among several] departments 
and levels of government. It 
pointed out that the federal 
Department of the Environment and 
its provincial counterparts have not 
established who is responsible for 
what, leaving many potential holes 
in environmental protection. 
Journalists tended to focus, 
however, on another point raised in 
the Report: slow progress and 
inadequate information about 
federal environmental programs. 
The government also reacted to this 
audit: “Charest promises to 
improve accuracy of ministry 
papers” (Globe and Mail). 
Newspapers in southern Ontario 
seized on the audit’s review of the 
implementation of the Great Lakes 
Water Quality Agreement: “Lack of 
government goals stagnates water 
quality” (Trentonian/Th-County News). 


Taxation 


The audit of taxpayer services at 
Revenue Canada — Taxation 
seemed to strike a chord across the 


country and was featured in most 
newspapers. “Income tax forms are 
still too difficult for millions of 
Canadians and it takes persistence 
to get questions answered, the 
Auditor General reported Tuesday” 
(Moncton Times-Transcript). 


Customs and Excise 


There was a similar response to the 
report on Revenue Canada — 
Customs and Excise. The Hamilton 
Spectator reported that “Revenue 
Canada was caught flat-footed by 
the cross-border shopping craze”. 
Other articles reported on 
weaknesses in measures to prevent 
drug smuggling. 


Government Waste 


Specific examples of waste were 
singled out, such as the 

“$53 million dollar computer 
system (that) still doesn’t do its 
intended job” (Vancouver Sun). 
The Externa] Aftairs computer 
project was meant to transmit 
classified information to embassies 
around the world. Auditors found 
that it was two years behind 


| 

The good news is ... 
| There are no horses on the payroll !!! 

rhe bad news is 

you are paying for 28,000 cars. 


| 
Dewar Rr otrawas 


Cartoon Courtesy of the Ottawa Sun. 
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that it was two years behind 
schedule and not fully able to carry 
out its intended purpose. 


Translation Bureau 


The audit of the Secretary of State 
Translation Bureau received a fair 
amount of attention. “Le 
vérificateur pointe le Secrétariat 
d’Etat du doigt” (Le Droit). This 
audit looked at overall management 
of the bureau, in particular at 
production costs, translator 
performance, human resource 
management, and work climate. It 
also examined the costs and benefits 
of contracting out work to freelance 
translators. 


Student Loans 


Problems with the student loans 
program were also profiled. The 
government covers the interest costs 
of these loans until six months after 
studies are completed. The 
program also provides for an 
additional 18-month free period if 
the borrower is unemployed or 
unable to work because of illness or 
incapacity. Auditors discovered 
that some students misrepresent or 


Journalists at the Canadian Press (CP) desk work with their computers. 


understate their financial] resources 
on their loan applications and 
therefore receive more money than 
they should: “Little lies by students 
cost taxpayers millions of dollars a 
year”, reported the Thunder Bay 
Chronicle-Journal. 


Fleet Management 


Most newspapers and broadcasts 
referred to the audit of fleet 
management and the question of 
ministerial] travel: “The 


Highlights of the annual Report are available on videocassette. 
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government is sloppy in managing 
its fleet of almost 30,000 vehicles 
and seems indifferent to how 
cabinet ministers use government 
jets” (Halifax Chronicle-Herald). 


Financial Scorecard 


Finally, the Auditor General’s 
suggestion of a financial 
“scorecard” for government 
received favourable attention: 
“Taxpayers need score-card to track 
deficit-reduction plan” (Ottawa 
Citizen). The idea is that the 
government should compare its 
financial predictions for the year 
with the actual results. This 
scorecard would give a better idea 
of how well] the government is 
meeting its own goals. 


The Report Itself 


Much of the discussion of the 1991 
Report concerned its overall tone 
and content. In particular, many 
commentators felt that the report 
contained fewer “horror stories” 
than usual. 

Columnist Don McGillivray pointed 


out that “News people still turn up 
for the unveiling of the report, 


poised to record horror stories and 
boondoggles. In recent years, there 
have been more disappointments 
than satisfaction. But perhaps,” he 
continues, “government...is just too 
big for the hit-and-run tactics used 
20 years ago... It makes good copy 
but it’s petty stuff.” Nonetheless, 
according to a Windsor Star 
columnist “You could hear the sighs 
of disappointment Tuesday as 
reporters plowed through (the 
report), desperately 
seeking...titillating tidbits”. 


Some interpreted fewer horror 
stories as a sign of weakness. The 
Ottawa Sun was especially critical, 
with headlines such as “Auditor 
General’s debut report raises 
question over toughness” and 
comments such as “Go ahead 
Denis! Make my day. Hit me with 
your handkerchief one more time!” 
(This echoes the media reaction to 
Ken Dye’s first report as Auditor 
General ten years ago, when he was 
described as “charmingly naive”, 
“low-key”, and “mild-mannered")! 


Many others found a Report of 
substance (and even one with horror 
stories). La Presse wrote that “Le 
rapport annuel du vérificateur est de 
moins en moins drdle, et de plus en 
plus terrifiant.” In the Toronto Star, 
columnist Caro] Goar found that 
*“...1n its own way, (the report) is as 
disturbing as any previous 
appraisal”, while an editorial called 
it “useful and pragmatic”. The 
Ottawa Citizen felt that it contained 
“provocative questions” but warned 
that next year, they will look for “‘a 
report with more bite”. The Hill 
Times concluded that “the 
Desautels report raises our 
expectations of better government.” 


The Globe and Mail’s Jeffrey 
Simpson took a different angle and 
criticized the impact of 
value-for-money auditing on 
government growth. “Indeed, it 


Stretches the truth only a trifle” he 
said, “to argue that the yearly 
reports of the auditor-general made 
everything worse, because they 
encouraged this proliferation of 
bureaucrats pushing paper, 
attending meetings, preparing 
multiple-year programs to satisfy 
the demands of process.” 


A Toronto Star editorial] suggested 
the opposite, saying that “Getting a 
grip on al] these management 
problems may well be as important 
to effective government as trying to 
solve them with changes to the 
Constitution.” 


The Auditor General 


Inevitably, discussion of the Report 
turned to discussion of the Auditor 
General himself. Columnists and 
editorialists across the country 
compared the new to the old and 
evaluated the impact of the new 
approach. 


Much of their assessment was based 
on the Report’s first chapter, which 
represents the Auditor General’s 
personal reflections. In it, he 
focussed attention on the most 
important themes and findings in 
the Report. He also described his 
approach to the job and the 
direction he intends to take in the 
future. 


“The auditor general’s report last 
week set a new tone for watching 
government spending” wrote the 
Stratford Beacon Herald in an 
editorial about his observations. 
They concluded that “...the current 
auditor general] wants to take a 
whack at the very culture of 
government in this country.” The 
Edmonton Journal commented that 
“Desautels, in a switch of emphasis, 
has looked at the big picture.” 
Others repeated Desautels’ 
complaint about the amount of talk 
in Ottawa about accountability: 


The Toronto Globe and Mail’s 
National Reporter, Hugh Winsor, 
speaks to John Hitchinson. 


“Si, au mOins, on obtenait des 
résultats” responded Le Soleil 
(Québec). 


Denis Desautels himself was 
described as “candid”, “highly 
respected”, “reasonable”, and even 
“courtly and soft-spoken”. One 
paper accused him of being “naive”, 
while another praised the “spirit he 
brings to his job”. 


Columnist Douglas Fisher said he 
saw “Desautels as a change in style, 
not substance.” And La Presse 
found that “De toute évidence, si on 
se fie a son premier rapport, Denis 
Desautels a ]’intention de faire 
preuve de la méme tenacité, de la 
méme maitrise des dossiers, de la 
méme fermeté que son 
prédécesseur.” 


The final theme that emerges from 
the editorials and columns is the 
increasing importance of the 
Auditor General’s role. Calling for 
more than just One report a year, 
The Vancouver Province wrote that 
“we want to hear from Desautels 
more often. His job has suddenly 
become a national priority.” 
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Audit Advisory Committees - 
Some Advisors’ Views 


The Comprehensive Audit Manual 
(CAM) describes the audit advisory 
committee as a “key element in the 
consultation process” of the Office of 
the Auditor Genera] (OAG). 
Advisory committees are, in fact, 
required for all but attest audits. 


The advisory committee is designed 
to provide a forum in which auditors 
can present plans, findings, 
conclusions and recommendations. 
The counsel of advisors helps the 
Office meet its standard of 
high-quality work, which is 
particularly important in the 
preparation of the Auditor General’s 
annual Report to Parliament. 


At least four advisories are held for 
each chapter of the Report. 


Both internal] and external advisors 
provide valuable support through 
each stage of chapter development. 
They are often called upon to 
exercise their professional judgment 
in situations where criteria are 
imprecise or ambiguously applied. 


Whether strategic or technical, their 
advice enables the teams to give their 
audits maximum effect, ensures the 
logic and fairness of the chapters’ 
assessments and recommendations, 
and establishes a secure base for 
reporting on the government’s use of 
public money. 


The following excerpts from 
interviews with Assistant Auditors 
General Michae] McLaughlin and 
David Rattray, Ron Moore, who is 
responsible for central review, and 
Albert Johnson, who has served as an 
external advisor for many audit 
teams, provide four perspectives on 
the purpose, the role and the 
composition of audit advisory 
committees. 
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Michael 
McLaughlin 


Michael joined the 
OAG as a director 
in 1979 after eight 
years in various 
areas of the federal 
public service. 


Michael has worked 
on several audits, 
including Customs 
and Excise, Supply 
and Services, CIDA 
and External Affairs. 


He has been active 
on a number of 


Office committees and has also been the annual Report schedule co-ordinator. 
Michael became Principal in 1981 and moved up to the PX2 level in 1986. 


In 1989 he was promoted to Assistant Auditor General] responsible for Reports 
and Communications and the Planning and Co-ordination Unit. 


This year, Michael’s involvement with the production of the Annual Report and 
his co-ordination of activity for future reports require him to sit on a number of 


advisory committees. 


Opinions: What ts your role, as the 
Assistant Auditor General (AAG) of 
Reports and Communications, in the 
advisory committee meetings ? 


M. McLaughlin: I have a role to 
play before, during, and after the 
advisory meetings. Before the 
meeting takes place I have 
responsibility for monitoring chapter 
production to ensure advisory 
committee meetings are scheduled. 
Advisors are elected by AAGs in 


consultation with the DAG. | 
review the list of advisors. 
During the meetings, my role is 
to listen to the discussion from 
the point of view of an advisor 
who is not a member of the 
audit team and to provide 
guidance based on my 
experience with other advisory 
committees. | also gather 
material for Chapter 1. The 
main function of the committee 
is tO provide a forum where 


synergy can develop between the 
external advisors and the main 
internal advisors. Also, I have to 
judge from the Advisory Committee 
the extent to which the teams are 
going to be able to meet their 
schedules for report production. 


After the meetings I will advise the 
report team of any potential 
scheduling issues or production 
issues. In addition, I will advise the 
Chapter 1 co-ordinator of potential 
issues for the Auditor General. 
Questions of office policy not 
resolved at these meetings, I will 
raise with the AAG. 


At one point many 
teams thought it was 
a challenge process, 
so they would go in 
to defend what they 


had. Now we’ve 
convinced them that 
it’s not a challenge 
process, but in fact 
an advisory process. 


Opinions: How much contact is 
there between you and the audit 
team before the first advisory 
committee meeting? 


M. McLaughlin: For 
government-wide, sectoral or 
special audits, we ask the audit 
principal to explain the audit to the 
Report Steering Committee, to 
outline the basic premises of the 
audit and the objectives and 
expected results. This must be 
done before they start the audit. At 
the Report Steering Committee, the 
audit team presents its case for 
space in the annual Report. The 
Committee tries to determine the 
key elements of the annual Report 
two and three years down the road. 


For a multi-departmental audit, the 
lead time is usually at least two 
years in advance of the Report. 


Opinions: Did the CAM just 
describe advisory committees as 
they were, or did it provide new 
direction to the process? 


M. McLaughlin: The CAM 
describes best practice and provides 
a lot of flexibility to chapter authors 
in structuring advisory committees. 
We went through a period where 
people were having advisory 
committees because they felt it was 
pro forma, that they had to have 
one. Those didn’t work very well. 
The advisors were frustrated, and 
the teams were saying that they 
weren’t benefiting from the 
advisors’ advice, but they weren’t 
asking the advisors for advice! 
Then things loosened up, and we 
saw that they could run advisory 
committees in different ways. The 
Manual] makes it clear that there are 
options. It specifies a minimum 
number of committee meetings, but 
it also suggests making other use of 
advisors. So the advisory 
committee has advanced quite a bit 
over the last few years, and we’re 
certainly having useful] meetings. 


At one point many teams thought it 
was a Challenge process, so they 
would go in to defend what they 
had. Now we’ve convinced them 
that it’s not a challenge process, but 
in fact an advisory process. Hence 
they should be posing questions to 
the advisors as to how to deal with 
things and not just telling advisors 
how they dealt with issues. So that 
is certainly a different approach 
than in the past, and that’s reflected 
in the Manual. There are other 
things in there as well. Section 
6031 on consultation with advisory 
committees is general], but there are 
other references to advisory 
committees in the parts about the 
actual conduct of audit. 


Opinions: Do the meetings vary 
quite a bit in terms of agenda and 
also in terms of usefulness? 


M. McLaughlin: There are two 
different things that seem to happen. 
Some teams fee] that they should 
have all-day meetings. I find that 
the usefulness of the afternoon 
session is diminished because the 
advisors are fatigued. Teams have 
to look at it from a perspective of 
how long they can maintain an 
attention span in a meeting format. 
A half-day meeting seems to work 
better even if some issues must be 
dealt with lightly. The teams will 
be better at managing their agenda 
if they have a short time. 

Otherwise the conversation drags on 
because they think they have all the 
time in the world. 


Opinions: How long a lead-in do 
the advisors have to read the 
advance notes for an advisory 
committee ? 


M. McLaughlin: The teams tend to 
deliver more advance materia] than 
the advisors can reasonably absorb 
in the given time frame. Generally, 
however, the amount and 
presentation of material 1s 
improving. The material is sent 
five working days in advance. If 
you’re an external advisor on one 
advisory committee that should be 
plenty of time. But as an internal 
advisor, when you’re running to 
three or four of these meetings in 
the same week, to get all the 
material five days in advance means 
you’re constantly reading advisory 
material, and sometimes it runs up 
to 60 or even 100 pages for one 
meeting. On the other hand, it is 
quite difficult and time consuming 
for the teams to distil their material 
into something that captures the 
main points. For early meetings, 
they feel] that they should spend 
their time gathering rather than 
distilling material. So there is a 
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catch-22. I went to one meeting 
where they gave me a relatively 
small document that highlighted the 
material quite nicely. I was able to 
read the document several times and 
think about the issues, rather than 
just read and read to get to the end. 


[... the advisors are] 
there to help the 


teams work through 
some of the issues 
they’re facing. 


Opinions: Surely it helps the team 
to have a brief summary of the 


issues. 


M. McLaughlin: I found that the 
meeting becomes more focussed. 
The team does not need long 
presentations because the material 
has already been condensed in a 
very readable format. 


But there are different styles. Some 
teams feel a need to do a formal 
presentation, but I think we’ve 
gotten over that for the most part. 
The time spent making 
presentations to advisors may be 
down to about 10 percent of the 
meeting time. This is about where 
I think it should be. Someone — 
usually it’s the project leader — will 
moderate and focus on which issues 
need to be discussed. This person 
then responds to advisors’ questions 
as they discuss points. But to go 
through a long presentation to the 
advisors, without asking them any 
questions or seeking their advice 
seems a waste of time. You may 
develop good presentation skills, 
and it may be the way you want to 
present your report to the 
department, but the advisors aren’t 
the department or agency. They’re 
there to help the teams work 
through some of the issues they’ re 
facing. 
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Opinions: Would a one-to-one 
conference between an advisor and 
an auditor or the principal be as 
effective as the committee approach? 


M. McLaughlin: It’s very 
effective in circumstances where 
you are looking for an individual to 
provide you with specific guidance 
in interpreting factors that are being 
brought to your attention. You may 
want someone who is technically 
very knowledgeable and able to 
read through evidence you have 
gathered. You may want to debate 
the merits of the case that the 
department is putting forward with 
someone who has technical 
knowledge. 


What you don’t want to do is 
substitute individual consultation 
for holding meetings, because the 
meeting provides this synergy of 
one advisor raising a point and 
another advisor, who hadn’t thought 
about it, picking up on the point. 
That has become very important and 
gives the DAG and the AAG, who 
are going to be reviewing the audit 
chapter, a better understanding of 
the issues. 


Opinions: Js there a set number for 
the committees ? 


M. McLaughlin: You must look at 
the dynamics and the number of 
internal people to determine the 
externa] numbers. You can’t 
effectively run an advisory 
committee with more than three 
external advisors. On the internal 
side, you need to have the principal, 
the AAG in charge of the audit and 
the DAG. That’s three. You’ve got 
to have the Chapter 1 person; that’s 
four. You might want to invite 
another principal who has 
knowledge of the entity that you are 
auditing. So you’ve already got 
five internal people sitting at the 
meeting. Ron Moore is an essential] 
external advisor; if you add three 
more you have a committee of nine. 


The Auditor Genera] also attends 
many advisory committees, which 
makes ten. If you get beyond ten, 
no one would have any time to 
express an opinion. 


In addition to the advisors, the audit 
principal has to bring in certain 
team members: the directors and 
managers who want to know what 
the advisors have to say. And the 
editor also wants to come. 


It would be better to have advisory 
committee rooms with two-tiered 
seating. The additional people 
would sit in the back row and not 
say anything unless the principal 
called on them. Team members 
have lots of opportunity to discuss 
points among themselves and 
should leave the advisory for the 
advisors to make their points. 


Team members have 
lots of opportunity to 
discuss points 
among themselves 


and should leave the 
advisory for the 
advisors to make 
their points. 


Opinions: Are the advisors 
involved in the details of how the 
issues are reported? 


M. McLaughlin: The advisors are 
provided with a draft copy of the 
report and there is an advisory 
committee meeting to discuss the 
presentation of the report. Most of 
the external] advisors will not say 
anything. I cannot recall any 
instance where an external advisor 
has come back to me and told me 
that the presentation of a report is 
wrong. 


David Rattray 


When David joined the Office in 1973, he already had 10 years of experience in a 
variety of fields. 


David is always keen to face a challenge and has worked in almost all areas of the 
Office: Public Accounts, Crown corporations, Value-for-money audits (VFM), 
professional development, methodology, international work, and special 
examinations. He spent two years on assignment with the Comptroller General’s 
Office and is currently active in the Certified General Accountants (CGA) 
Association and with Scouts Canada. 


In 1988, David was promoted to Assistant Auditor General responsible for 
Defence, Justice, Solicitor General, Major Capital Projects and Energy, Mines and 
Resources. He is also responsible for the Office’s initiative in implementing the 
concepts of Total Quality Management. The broad range of David’s past experience and present responsibilities has 
made him an ideal choice for advisories concerning several chapters. Also, in his capacity as Assistant Auditor General, 


David spends a great deal of time choosing and interviewing members for the advisory committees. 


Opinions: Could you tell us which 
advisory committees you serve on 
and what your area of expertise is? 


PD. Rattray: I serve as an advisor 
on four or five committees a year 
because I have audit responsibilities 
for National Defence, Solicitor 
General, Energy, Mines and 
Resources, Capital Projects, and 
Materiel Management. For 
example, I sat on Customs for the 
program audit work they did in 
drugs and the interface with the 
1990 RCMP chapter that dealt with 
a similar topic. The Public Works 
chapter committee related to my 
Group’s Functional] Responsibility 
Leader (FRL) responsibility for 
Materiel] and Capital Projects. I’m 
Currently sitting on the sectoral 
committee for Search and Rescue 
because of the Defence interface 
involved. 


Opinions: How do you select 
members for the advisory 


committees ? 


I). Rattray: Generally, we try to 
pick people from various sectors: 
someone from the academic 
community, someone who has had 
senior departmental experience 


(deputy ministers or assistant 
deputy ministers or, on the military 
side, generals or admirals), and 
someone from the private sector 
(former presidents of major 
corporations who have done 
contracting or supply work with the 
government in a relevant area). So 
we usually go with at least these 
three broad sectors, plus the 
compulsory members from inside 
the Office. We also may have either 
a Principal or an AAG who has a 
very direct interest in the major 
subject matters we’re dealing with 
for interface reasons. 


Opinions: At what point are the 
audit issues narrowed down for a 
chapter? 


D. Rattray: It goes on throughout 
the audit process, but the heaviest 
scoping down of issues occurs 
generally in the planning phase, 
where the Principal, the key 
directors and I begin to sort out in 
our minds what issues are worthy of 
further audit. Such scoping 
depends on a variety of factors, 
which are summarized in several 
documents such as the CAM, the 
Scoping Study and team 
Long-Range Entity Plans. 


Scoping decisions also happen 
through meetings with persons 
outside our Office, field trips, 
document reviews and by other 
means (generally just by keeping 
Our ear to the ground), as well as 
through the tormal] audit process 
Stages. 


By the time we go to an audit 
advisory committee, I must have on 
side my DAG, the Principal, and the 
key directors who are set to lead the 
proposed major lines of enquiry. 
We’re adequately briefed and as a 
team we’ve discussed the first draft 
of the survey report, although we’ve 
left several major issues on the table 
for advisory member input. We 
need to listen to advisors’ 
comments and make a decision to 
include or exclude certain issues. 
We really need a high level of 
assurance from the advisors that 
we’re sutficiently on side before we 
proceed further with the audit. 


Opinions: Have you ever been 
asked to not bring an issue forward 
even though you do have the 


evidence ? 


D. Rattray: There have been 
cases where we have decided in the 
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best interests of national security 
not to go forward publicly. Instead, 
we’ve used management letters or 
Section 12 Auditor General 
management reports. We write to 
the department, the Treasury Board 
and the Comptroller General and 
lay Out the circumstances and we 
come to an agreement about what 
corrective action needs to be taken. 
We’re currently monitoring some 
situations now where we fee] there 
is a national security concern. 


Opinions: Do the external 
advisors offer comments at the first 
advisory meeting? 


D. Rattray: Yes, but because it is a 
first meeting, comments tend to be 
of a very broad nature. The first 
advisory generally tends to be a 
team dump. The team put forward 
what they know about the programs 
or issues, and the external advisors 
more or less absorb. They need an 
Opportunity to see the group 
dynamics as well as digest the 
volume of material from the first 
meeting. For most of them, the 
second advisory committee meeting 
is when they begin making a major 
contribution. At the second, third 
and fourth advisories, they are 
much more vocal, much more 
participatory in terms of issues and 
ideas. 


Opinions: Do the external advisors 
see the chapter after the department 
has made its comments ? 


D. Rattray: That’s one of the 
biggest shortcomings of the current 
advisory committee system. The 
last reworking of the chapter tends 
not to go by the external advisors. 
It’s a logistics problem. As we get 
closer to the final clearance with the 
Deputy Minister we hold a series of 
meetings. We need rapid 
turnaround, and it’s easier to get to 
the internal advisors for a quick 
response each time there are 
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changes. We try to involve as many 
external advisors as we can, but one 
on one, because we don’t have time 
to set up a formal meeting that’s 
convenient for everyone. However, 
I’ve never had advisors tel] me they 
were disappointed or that we 
dropped their points in the 
published version. They do have 
major input in the Principal’s 
chapter draft and often in at least a 
subsequent version. 


Opinions: Js there a security risk 
if someone from another country 
sits in on an advisory committee ? 


D. Rattray: We have to be careful 
in terms of what chapter we’d go 
with. It is just not an option to have 
an international] visitor sit through a 
National Defence or Solicitor 
Genera] meeting in which we 
discuss any classified material. 
Audit advisory committee members 
must be security cleared. We have 
to be very careful and select 
members long enough in advance, 
because it sometimes takes a year to 
get security clearance. 


Opinions: Do the advisory 
committees satisfy the role set out 
for them in the Manual? 


D. Rattray: I think they do. The 
key is to select a good cross-section 
of advisors. We need that outside 
input at critical steps in the process. 
We need feedback from people 
who’ve worked in the programs, 
people who’ve studied and taught 
the subject material, people in the 
Office who’ve worked in similar 
areas. We need that assurance to 
Say we are on the right track, so we 
can proceed with confidence. 


Opinions: Do you have any 
suggestions for improving the 
advisory process? 


D. Rattray: I wish there was 
better briefing for advisors. I still 


get a sense that when some of the 
advisors show up for their first 
meeting, they’re not exactly sure of 
their role, how far they’re allowed 
to go and how open the discussion 
will be. I don’t know if we just 
don’t have time to brief them 
thoroughly or whether we don’t do 
it well enough. I really wonder if 
it’s not time for us to sit down and 
put something together, be it a 
booklet or an audio-visual or both. 
Everyone has a VCR at home where 
they could just watch a tape at their 
leisure. There could be a book to 
go with it. It’s like a home study 
course. Such a briefing package 
could include footage of an 
advisory committee in operation; it 
could show a typical agenda, 
describe the role and 
responsibilities, how many times 
advisories meet, who sits on 
advisory committees, etc. 


Opinions: Have you proposed this? 


D. Rattray: No. The problem with 
proposing something is usually that 
you get tagged with doing it. But I 
guess I’ve done it to myself with 
this interview. 


Another means of improving the 
operation of committees we are 
trying is going outside the Office 
for some of the meetings. The 
contractors and consultants seem to 
appreciate it. Sometimes three of 
the people on an advisory 
committee are from the same area, 
so we could take key people from 
the audit team and combine a field 
visit with an audit advisory 
committee. We could hold a 
meeting at one of the advisors’ 
premises. We held one advisory 
this year in Toronto and found that 
cost-wise it Came Out just about 
even, plus we got in an additional 
field visit. 

All in all, I think we get good value 
for the money we spend on advisors. 


Opinions: Do you find that the 
advisory committee process has 
changed quite a bit over the years? 


R. Moore: No, I don’t think that 
the process has really changed that 
much. It’s a bit different with the 
audits going trom a system-based to 
a results-oriented approach, so that 
now we tend to get people who are 
more specifically oriented toward a 
particular topic or subject matter. 
But I don’t think that the nature of 
the discussions has changed that 
much. They still take place at 
approximately the same juncture: 
at the end of the overview Stage; at 
the end of the survey stage; at the 
end of the examination stage; and 
once the Principal’s draft has been 
prepared. 


Opinions: Do the auditors seem to 
feel that they are being challenged 
by the advisors at the meetings, that 
it’s necessary to defend the 
approach they are taking ? 


R. Moore: It’s certainly not 
widespread, but I have seen 
occasions where a member of the 
audit team presented a case and was 
devastated by the fact that the 
findings were challenged and 
eventually discarded. The advisors 
decided that the issues weren’t 


Ron Moore 


Ron Moore has been a partner in Woods Gordon & Co. since 1957, specializing 
in assignments concerned with compensation, financial] management and 
organization. He functions as the reference partner for the firm’s consulting 
services in wage and salary administration, benefits, appraisal systems and 
executive Compensation. 


Ron began to work as an advisor to the Office in 1974 and now bears 
responsibility for central review and sits on the advisory committee for every 
chapter of the OAG annual Report. Ron studies the chapters for cohesive, 
rational and clear expression of the complex issues dealt with in the Report. His 
advice helps chapter authors to present pertinent information in proper context 
with grammatical, factual and conceptual correctness. 


significant enough to pursue, and 
the auditor didn’t have good 
back-up for the recommendations. 
That happens occasionally, but the 
presentations for the most part are 
very well done. I am full of 
admiration for the audit teams and 
the way they present the material 
and how well they are able to 
handle the advisors’ questions. 


There’s no adversarial atmosphere; 
there’s no malice in the sense of 
challenging to show that you’re 
smarter than the auditor is. I think 
it’S a very constructive atmosphere. 
Now, occasionally somebody might 
get off the track or off on a tangent, 
but most of the issues presented by 
the teams are very worthwhile. 


| have seen 
occasions where a 
member of the audit 
team presented a 


case and was 
devastated by the 
fact that the findings 
were challenged and 
eventually discarded. 


Opinions: Could you compare the 
merits of one-to-one discussions 
with advisors and the committee 
meeting process? 


R. Moore: | think they both serve a 
useful purpose. The one-to-one 
approach gives the team a chance to 
pick the brains of an expert on 
particular topics. The advantage of 
the collective meeting is the 
interaction among the members of 
the advisory committee. Somebody 
will bring up a point, and somebody 
else will react to it and either refute 
it or build on it. You get a valuable 
synergistic effect with the whole 
committee. But it can be confusing 
when the Principal and the AAG get 
a lot of different viewpoints thrown 
at them. Sometimes the members 
tend to be a bit verbose, and 
therefore we don’t cover the agenda. 


One fault in the advisory 
committees is that even with the 
best intentions in the world, the 
Principals sometimes tend to put too 
much on the agenda. Then, either 
we don’t have enough time for 
discussion or, 1f we do discuss 
issues fully, we can’t finish the 
agenda. Occasionally, advisors are 
constrained by the fact that there’s 
been so much discussion we hate to 
bring up any additional points, even 
when they may be important. So, 
it’s a delicate balancing act. 


Opinions: Do you sit on every 
committee ? 
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R. Moore: It is mandatory for me 
to sit on every audit advisory 
committee that has to do with the 
annual Report chapters. I sit on 
advisory committees of other audits 
by invitation. For example, I sit on 
some special examinations 
committees. I don’t sit on advisory 
committees for things like the 
House of Commons and the Senate, 
but I may review their reports. 


Opinions: What is your role in the 


process of central review? 


R. Moore: In the initial stages, I 
challenge the teams on things such 
as significance: Is this really worth 
reporting to Parliament? Are MPs 
going to be interested? Can you 
demonstrate that the problem is 
worth pursuing and spending audit 
resources on? That sort of 
challenge is very much a judgment 
call. In fact, one of the problems 
that still exists in the Office is that 
audit Principals don’t always have a 
good feel for what is of significance 
or interest to parliamentarians. 


Opinions: Are the principals too 
close to the matter to see clearly? 


R. Moore: No, the significance to 
MPs is a purely subjective 
judgment. This question is dealt 
with to a certain extent in the 
Comprehensive Auditing Manual. 
It’s really a matter of collective 
wisdom. 


The advisors have to challenge the 
auditability and the audit worthiness 
of the issues that are raised, because 
most of the audit teams will raise 
far more than they can report. The 
Office has set a policy of 15 to 20 
pages and six to eight main issues 
for each chapter. They don’t feel 
parliamentarians can deal with more 
than that. So that means if you start 
out with 15 or 20 issues of potential 
significance, at Some point you’ve 
got to Start narrowing it down. 


Opinions: Do you find that 
auditors want to dig up horror 
stories, or are they afraid to rock 
the boat in case they anger the 
departments that they’re dealing 
with and upset their relationship 
with them? 


R. Moore: There are conflicting 
objectives. I’m sure they’ve got to 
maintain that relationship. The PAC 
has said to us, don’t give us these 
theoretical arguments. Don’t 
speculate that something might be 
wrong; give us specific examples, 
give us illustrations of what’s 
wrong, and then we can understand 
it. That’s what leads to the horror 
stories. They’ve also asked the 
Office to give some idea of the 
savings our recommendations are 
likely to generate. That, of course, 
is a very difficult area to get into, 
because as soon as teams start 
talking about savings from the audit 
recommendations, the departments 
may Say that they had already 
picked them up in their internal 
audit studies. Or they’ll say they 
told us, and all we’re doing is 
parroting or echoing them in our 
report. 


The problem of putting too much 
emphasis on the savings that a 
recommendation will generate is 
that other benefits may be 
overlooked because they are 
intangible, even though they may 
actually be much more important 
than the dollar savings. 


On the other hand, one of the most 
valuable chapters that we have in 
our annual Report is the follow-up 
chapter, where we show what has 
been done in response to our 
recommendations after two years. 
As I read through them, I get a real 
feeling of accomplishment, even 
though the changes that they’ve 
made have not necessarily resulted 
in reduced expenditures. Many of 
these things are dependent on 
decisions made by politicians, not 


by bureaucrats; thus a logical 
decision may be replaced by a 
political decision. But still, it shows 
that they are trying to respond to the 
recommendations by doing things. 
One of the most difficult things for 
this Office is to measure the impact 
of our recommendations, to see how 
much real benefit our suggestions 
have been. 


... one of the most 
valuable chapters 
that we have in our 
annual Report is the 
follow-up chapter, 
where we show what 


has been done in 
response to our 
recommendations 
after two years. As | 
read through them, | 
get a real feeling of 
accomplishment ... 


Opinions: Do you find that the 
external advisors generally tend to 
be more cautious than the auditors? 


R. Moore: No, | think it’s the other 
way around. If anything, the 
advisors are pressing the audit team 
to bring Out more and to “go for the 
jugular” to a certain extent, whereas 
the audit team are backing away 
and saying, “Now just a minute, we 
don’t really have enough evidence 
to do that, and we don’t think that 
it’s reportable.” No, I would think 
that the advisors often press the 
audit team to really zero in. Of 
course, occasionally, some of the 
advisors may have an axe to grind. 
They may represent a particular 
constituency. For example, they 
might represent a union or an 
association of manufacturers and 
have a message that they are trying 
to get across. So the rest of us have 
to guard against undue influence. 


Albert Johnson 


Albert Johnson, who graduated from Harvard University with a doctorate in 
Political Economy and Government, is now a senior research fellow for the 
Canadian Centre for Management Development. 


Recipient of such honours as the Order of Canada and the Vanier Medal, Albert 
has occupied such senior positions as Deputy Minister of Finance for the 
Government of Saskatchewan, Economic Advisor to the Prime Minister on the 
Constitution (1968-70), President of the Canadian Broadcasting Corporation and 
Professor of Political Science at the University of Toronto. 


Albert’s practical experience and wisdom have proven to be valuable assets to the 
audit teams, and his services have been contracted by the Office for many 
advisory committees since 1982. 


Opinions: Could you describe your 


background? 


A. Johnson: I was the President of 
the Canadian Broadcasting 
Corporation for seven years, which 
is the maximum term of office for 
that position. Prior to that, in 
reverse order, I was Deputy 
Minister of Nationa] Health and 
Welfare, Secretary to the Treasury 
Board, and Advisor to the Prime 
Minister on the Constitution with 
the first constitutional reviews in 
1968 to 1971. My first job in 
Ottawa was Assistant Deputy 
Minister in charge of federal - 
provincial relations. Before that I 
was Deputy Minister of Finance in 
Saskatchewan for 12 years. And 
before that I was a management 
consultant for the Department of 
Finance. So I have ended up where 
I started, ina sense! After I retired 
from the CBC I taught political 
science and public policy at the 
University of Toronto. 


Opinions: Which committees have 


you served on? 


A. Johnson: Agriculture — the 
Farm Credit Corporation. Then a 
series of others, including 
Environment, Fisheries and Oceans, 
Statistics Canada. Those are the 
most current ones. 


Opinions: Do you feel that a 
one-to-one approach between 
external advisors and the principals 
to discuss a chapter is as effective 
as the group advisory consulting 
process? 


A. Johnson: | think that both of 
them are very important and both of 
them are effective. I think it’s more 
effective to have both than to have 
one. The great advantage of 
personal discussions with the 
principal is to get some sense of 
orientation so the advisor can match 
experience and background and 
perceptions against the direction of 
the audit, more or less to situate the 
audit in your mind. To begin 
relating it first of all to your field of 
expertise and secondly to your 
systemic view. If you’ve been a 
senior public servant in Canada for 
a long time, you probably have 
some view as to how the 
parliamentary system or the 
governmental system and the public 
service of the government of 
Canada function. So you want to 
achieve two objectives in acting as 
an advisor: first of all to bring 
whatever special expertise or 
knowledge you might have and 
secondly to bring a more systemic 
view of the issue in relation to the 
larger environment. 


The degree to which the principal of 
the audit will want to talk to 
individual advisors before the work 
is undertaken varies. It depends on 
the substance of the issues. In some 
audits, where I have spent a great 
deal of time with the principals and 
their assistants, I have found it 
enormously helpful as to general 
orientation and the mental processes 
that I go through in preparing for 
the audits. 


On the other hand, there are 
enormous advantages to the 
committee. I would liken it to the 
board of directors in a major 
corporation. The Auditor General’s 
office chooses very good people for 
either their particular specialization 
or their experience in the field. The 
consequence is that there is a 
mutual enrichment among the 
advisors and between the advisors 
and the people doing the audit. 
Another terribly important fact is 
that the AG’s staff are doing the 
work. They’re doing the’research, 
the field work; they are developing 
the conceptual framework and 
drafting the reports. This leaves the 
advisors free to devote their 
energies to the conceptual analysis 
and to the issues that the audit raises. 


Opinions: How do you view the 
structure and procedures of the 
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advisories? Do you think that 
they’re well set up? 


A. Johnson: Yes, indeed. I’m 
struck by two or three things. First 
of all, all of the people who are 
doing the audit work are present, so 
it’s not an exclusive sharing of 
judgments or opinions. The second 
thing is that, because of the 
composition of the committee, the 
experienced auditors are making 
their views known at the same time 
as the outside advisors, from their 
different perspectives. That’s a 
very rewarding experience for me. 


... because of the 
composition of the 
committee, the 
experienced auditors 
are making their 


views known at the 
same time as the 
outside advisors, 
from their different 
perspectives. 


Opinions: Do you find that the 
advisory process has changed over 
the years? 


A. Johnson: Two or three things 
have happened. One of them is that 
the advisor’s time is used more 
economically now than at the 
beginning. The committee 
meetings are shorter, which forces 
us to get to the essence. Also, I can 
spend the two or three hours that 
are necessary to read the material, 
make some notes in the privacy of 
my own Office and then come here 
and sit down with these people who 
are sO Stimulating. I get ideas and 
the Office gets the advantage of the 
experience of a lot of different 
kinds of people. It’s very 


economical from both points of 
view. 


Opinions: Do you find that most of 
the authors are quite receptive to 
your advice ? 


A. Johnson: Yes, I think so, 
although there are some people who 
have more pride of authorship than 
others. Some of them are more 
inclined to use the committee for 
arguing a point, while others make 
sure they understand what the 
advisor is saying but take the 
chapter back and consider it in the 
privacy of their office or with their 
group. But there are large 
individual] differences in style 
among authors and auditors. 


Just think of the stages at which the 
advisories or advisory committees 
are used: they’re used at the 
beginning; they’re used in the 
middle; they’re used at the end, 
figuratively speaking. The point at 
which it’s decided that the 
particular thing is going to be 
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highlighted can often be after you 
have given your opinion on the final 
draft. It is a matter of Office policy 
as to the relative emphasis they are 
going to give to different audits and 
different things within the audits. | 
don’t really think that the advisors 
have much to offer on that. They 
have an opinion, but there’s a huge 
difference between an opinion and 
advice. 


Opinions: Do you have any advice 
for the Office in respect to advisory 
committees ? 


A. Johnson: The only 
generalization that I would advance 
is that one should always look for 
the systemic problems in the 
department or program being 
audited. If you look only at the 
manifestations of the problem, 
you’re going to end up with a 
superficial view. There usually is a 
systemic reason why things are not 
going well, and the important thing 
is to reach for systemic analysis and 
the systemic reason. 


PS 2000 ... ACURRENT VIEW 


“Public Service 2000... A Current 
View” first appeared as a report 
from the Office of the Auditor 
General in February 1992. This 
article provides extracts of the 
report and incorporates an update 
on Public Service 2000 issues. 


Public Service 2000 (PS 2000) is a 
reform initiative intended to bring 
about “renewal” of the public 
service of Canada. It was 
conceived by the bureaucracy, and 
adopted by the government in 
December 1989, as a response to a 
variety of pressures and challenges 
— both interna] and external — facing 
the public service. Among these is 
the increasingly difficult task of 
satisfying the demand for programs 
and services with fewer personnel, 
and in a climate of ongoing fiscal 
restraint. 


The government’s White Paper, 
entitled “Public Service 2000 - The 
Renewal of the Public Service of 
Canada”, issued in December 1990, 
describes improved service to 
Ministers, the genera] public and 
individual Canadians as “the central 
theme” of the initiative. It specifies 
the need to create a public service 
that: 


* is more client-focussed and 
results-oriented; 


* treats employees as assets to 
be developed on a continuous 
basis in the interest of 
attaining better results; and 


* emphasizes the importance of 
empowering public servants — 
striking a new balance 
between the requirements for 
contro] and the desire to 
provide responsive, efficient 
and effective service. 


The new management approach that 
PS 2000 seeks to implement 
requires systemic and legislative 
changes. It also requires a change 
in mindsets — a change in the 
culture of the public service. 
Bringing about such change 
involves a process that is both 
long-term and dynamic. 


This article presents a current view 
of PS 2000. It discusses the impact 
of certain recent events, progress to 
date, and factors that may determine 
whether, and to what extent, the 
initiative will succeed in bringing 
about desired change. 


A Difficult Year For Renewal 


The last year has been a difficult 
one for PS 2000. The February 
1991 budget contained wage 
restraints and other provisions 
directed at the public service that 
angered unions and were seen as 
unfair by large numbers of public 
servants. 


In September and October, we had: 
a strike affecting 110,000 public 
servants; a decision of the Public 
Service Staff Relations Board in 
support of the contention of the 
major public service union, the 
Public Service Alliance of Canada 
(PSAC), that the Treasury Board, as 
employer, had failed to bargain in 
good faith; and implementation of 
legislation to return the strikers to 
work and impose wage restraint 
throughout the Public Service. 


In the immediate aftermath of the 
strike, the scepticism and cynicism 
with which many public servants 
had viewed PS 2000 turned to 
hostility, and many people saw 

PS 2000 as “dead”. 


The strategy adopted by the 
government and by management 
following the strike was to focus on 
healing the wounds created and to 
delay or proceed in a low-profile 
manner with the many PS 2000-related 
activities taking place in central 
agencies and departments. One 
impact of this labour strife was a 
delay in moving forward with the 
proposed Public Service Reform 
Act that had been tabled in June 
10 Ie 


The government, in its 1992 budget, 
eliminated or consolidated a 
number of agencies and 
commissions and imposed another 
across-the-board reduction in 
departmental operating budgets. 
While PS 2000 has been seen by 
government and senior managers as 
facilitating the management of such 
difficult and unpleasant decisions, 
some public servants perceived 
them as inconsistent with the 

PS 2000 philosophy. 


These negative perceptions were 
further reinforced when the 
government served notice that it 
intended to limit, through legislative 
action if necessary, its potential 
liability for “pay equity” 
equalization payments. While the 
government felt that it was justified 
in taking this action at this time it 
was upsetting to unions because 
they perceived it as a way to 
circumvent the obligations flowing 
from the Human Rights Act’s 
requirements for pay equity. 


Progress To Date 


John Edwards, the Manager of 

PS 2000, has said that 10 percent of 
the necessary changes can be 
accomplished through legislative 
change, and 20 percent through 
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changes in systems and processes; 
the 70 percent balance requires 
attitudinal] change. So it is not 
surprising, particularly given the 
difficult circumstances referred to 
above, that tangible results are not 
yet widely apparent. Nonetheless, a 
great deal has been accomplished in 
terms of determining the nature of 
required change, and as illustrated 
below, headway is being made in a 
variety of areas. 


Moving Towards A More 
Collegial Approach 


An important example of progress 
is the move by central agencies to 
adopt a more collegial approach in 
response to the view expressed in 
the PS 2000 White Paper that if 
effective accountability is to be 
achieved, Deputy Ministers must 
have “... a Clear voice in whatever 
centrally prescribed management 
standards are required of them ...”. 


This is illustrated by a concept the 
Treasury Board Secretariat (TBS) is 
developing — the Shared 
Management Agenda (SMA) —a 
process of interaction with each 
Deputy Head, intended in part to 
lead to an understanding of, and 
agreement on, the top priorities of 
his or her department or agency, 
and to co-operation between TBS, 
the Comptroller General’s Office, 
and the line organization, in 
achieving departmental and 
corporate objectives. 


Another illustration of this collegial 
approach is the recent addition of 
four line deputies to the PS 2000 
Steering Committee. Chaired by 
the Clerk of the Privy Council, 
members also include: the 
Secretary of the Treasury Board, the 
Chairman of the Public Service 
Commission, the Deputy Clerk of 
the Privy Council, and the Manager 
of PS 2000. 


18 Opinions 


The Human Resources 
Development Council 


A second significant example of 
progress is the creation of the 
Human Resources Development 
Council (HRDC) to provide 
corporate leadership for the 
management and development of 
human resources in the public 
service. Both the structure of the 
committee and its modus operandi 
are also examples of the new 
collegial approach. HRDC is 
chaired by the Secretary of TBS, 
and its members include: 


* the Principal of the Canadian 
Centre for Management 
Development; 


¢ the Chairman of the Public 
Service Commission; 


* the Deputy Clerk of the Privy 
Council; and 


* four line deputies. 


It is the Council’s stated intention to 
provide: 


“service-wide leadership in human 
resources management by working 
with colleagues to establish broad 
principles and directions for 
change”. 


The Secretary of the Treasury Board 
recently stated that “there have now 
been over 50 projects directly 
initiated by the Council”. One of its 
key activities has been working 
with departments to refine 
“Strategies for People”, a strategic 
framework for HRDC’s efforts at 
changing the culture of the public 
service over time. Those efforts are 
focussed on four aspects of human 
resources development that address 
major elements of the new culture 
proposed by PS 2000: 


* a responsive work 
environment; 


* a continuous learning culture; 


* empowerment; and 


* a participatory approach to 
leadership, accountability, 
and rewards. 


Examples of projects being led by 
HRDC are: 


* the development of policies 
related to “deployment” 
(i.e. the movement of 
employees to new duties at 
the same classification level, 
to meet Operational 
requirements or to provide 
developmental opportunities); 


* areview Of policies related to 
training and development to 
take account of 
recommendations emanating 
from the PS 2000 task forces; 


* an examination of the human 
resources management 
implications of eliminating 
person-year controls and 
introducing single operating 
budgets (embracing salary, 
operating and minor capital 
funds); and 


* the development of an 
accountability framework for 
human resources 
management, a project that 
will include defining the 
elements of “good” human 
resources management, and 
the information needed to 
determine whether such 
management has been 
achieved. 


Change Initiatives - The List 
Continues 


Two key areas of change are: 


* the introduction of single 
operating budgets, for which 
pilot projects began in April 
1991 with a view to 
service-wide implementation 
in April 1993; and 


* simplification of the job 
classification system — a 
process expected to take more 
than five years to complete — 
on which work is under way 
in a task force setting 
involving functional 
specialists, line managers and 
union representatives. 


Some other examples of progress, 
according to the PS 2000 
Secretariat, are the following 
initiatives that were either begun or 
are being given added impetus 
under PS 2000: 


* The Management Trainee 
Program: This began in 
1991. Approximately 100 
individuals per year are 
selected on the basis of their 
potential to exce] as managers 
for development through a 
structured five-year program. 


* Regional Input: Regional 
councils of managers across 
the country are becoming 
increasingly active. 
Recently, the chairpersons of 
the 10 existing councils met 
to be briefed on current 
events and to engage in 
discussions among 
themselves and with a large 
group of Deputy Ministers. 
This is now planned as an 
annual event in a more 
structured effort to ensure 
that regional insights and 
perspectives are taken into 
account. 


* Mission Statements: Most 
departments now have one in 
place. 


* Delegation of Authority: 
Although the extent of 
delegation within 
departments varies, there has 
been a significant increase 
over a range of administrative 
matters during the last year. 


* Client Surveys: At least two 
departments have undertaken 
major client surveys using 
well known polling firms. 


* Employee Surveys and 
Suggestions: Several 
departments have undertaken 
surveys of employees; 
“Councils for change”, which 
involve a cross-section of 
employees representing all 
levels, and other means, such 
as informal meetings with 
Deputy Ministers, are being 
used by a number of 
departments to gain employee 
input. 


* Upward Feedback: Many 
departments or agencies are 
testing the concept of 
feedback from subordinates 
as a means of encouraging 
more effective working 
relationships and increased 
employee participation in the 
decision-making process. 


* Assignment Programs: 
Most departments have 
established these as a 
mechanism to facilitate 
matching employees’ job 
interests and career 
aspirations with operational 
requirements. 


It is too soon to say what will result 
from each of the many initiatives 
under way or what will be their 
collective impact. However, they 
do represent both progress and 
commitment. 


Reform Legislation: 


Approved In Principle 


Finally, there has been recent 
progress with Bill C-26, the Public 
Service Reform Act. This crucial 
Bill proposes changes to the human 
resources management enabling 
framework — specifically, the Public 
Service Employment Act, the 


Public Service Staff Relations Act, 
and the Financial Administration 
Act. It also would make substantive 
amendments to the Surplus Crown 
Assets Act. 


In February 1992, the Bill was 
brought forward for “second 
reading” debate, with more than 50 
Members of Parliament 
participating. It was approved in 
principle and is currently being 
examined by a legislative 
committee of the House of 
Commons. 


What Lies Ahead? 


What lies ahead for PS 2000 is, of 
course, uncertain. 


Uneven progress in departments is 
to be anticipated, inasmuch as each 
Deputy Head has responsibility for 
determining the nature and pace of 
change that is appropriate. 
However, “foot-dragging” cannot 
be justified, and the accountability 
process must be made to work. 


The initiative is at a stage where 
loss of momentum is a central] 
concern. Dogged perseverance 
must now replace the initial 
enthusiasm that spawned the reform 
proposals. Legislative change must 
occur. Rhetoric must be turned into 
reality. 


As it is a long-term initiative, one 
anticipates that from time to ume 
particular events will bolster or 
hinder it. What is important is 
whether the initiative wil] have the 
resilience necessary to withstand 
setbacks. For this to be the case, 
there are a number of obvious 
requirements, including the need for 
sustained commitment from the top 
levels of the bureaucracy, and 
underlying support from 
government. 
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Committed Leadership: A 


Cornerstone To Success 


PS 2000 was conceived in response 
to pressures that included a pent-up 
desire among bureaucrats for 
change. But public service reform 
is not unique to Canada. Similar 
initiatives are under way in, for 
example, the United Kingdom, 
France, New Zealand, and 
Australia. Motives include the 
imperative of restraining public 
spending, a need to restore the 
credibility of government, and a 
growing recognition of the 
importance of the public service to 
a country’s economic performance. 
These factors have encouraged the 
government to add “renewal” to its 
already crowded agenda and to 
maintain it as a priority, as 
evidenced by the recent approval in 
principle of Bill C-26. This latter 
development gives reason for 
optimism that the initiative will 
continue to move forward. 


Of equal significance, the 
bureaucracy has invested heavily in 
this reform initiative and loss of 
momentum for change could be 
devastating. However, it remains to 
be seen whether the role of 
deputies, the organization of 
departments, and the focus of 
managers can adjust to 
accommodate, on an ongoing basis, 
the heavy demands that a more 
people-oriented and client-focussed 
public service will engender. 


There are also questions such as 
whether a new government, or new 
leaders — political or bureaucratic — 
would give public service 
management the priority necessary 
to make or even allow PS 2000 to 
succeed. And, given that the 
mindset and culture change 

PS 2000 aims at is likely to take 
five to ten years to achieve, the 
question becomes whether or not 
there are mechanisms that will 
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ensure strong and sustained 
commitment on the part of 
successive regimes. 


Rank And File Buy-in: An 


Essential Ingredient 


It will be critical to foster employee 
commitment to the changes that 

PS 2000 represents. If 
implementation in departments does 
not involve an adequate process for 
soliciting the views and support of 
employees — if management does 
not “walk-the-talk” — the chance of 
even moderate success would be 
remote. 


However, it is evident from the 
Values, Service and Performance 
study of this Office, and from other 
sources, that most public servants 
are anxious to provide quality 
service. And the PS 2000 themes of 
simplification, reduction in red tape 
and paperburden, and putting a 
more human face on the 
bureaucracy, are attractive to most 
employees. It seems, therefore, that 
the potential for rank and file buy-in 
exists if management actively 
pursues and acts on employee input, 
demonstrates its good faith in 
dealing with employee concerns, 
and gains the co-operation of their 
unions. The challenge now is to 
live up to the promise of change — 
to demonstrate through concrete 
action that improving service also 
means making employees fee] 
valued. 


Of immediate concern is the need to 
gain union acceptance of Bill C-26, 
in its present form or with 
amendments. There is currently a 
perception of intransigence in the 
relations of unions with the 
government, particularly in the case 
of the Public Service Alliance of 
Canada. However, the unions 
appearing before the Public 
Accounts Committee in 1990 - 
including PSAC and the second 


largest union, the Professional 
Institute of the Public Service of 
Canada, acknowledged the need for 
reform. Furthermore, although 
opposed to some elements of Bill 
C-26, and demanding changes that 
the employer is apparently 
unwilling to agree to, there are 
aspects of the Bill that unions 
support. Therefore one hopes that 
finding a common ground will be 
possible and that in the end the 
unions will see sufficient merit in 
PS 2000 and proposed legislative 
changes that if they do not become 
enthusiastic supporters, their 
Opposition will at least be muted. 


Parliamentary Support For 
Change: Potentially Pivotal 


Finally, there is the potential that 
lies with parliamentarians. 


As mentioned previously, a House 
of Commons legislative committee 
is currently examining the Public 
Service Reform Bill. Also, the 
Senate Standing Committee on 
Nationa] Finance is at present 
conducting a study of PS 2000 and 
other aspects of public service 
management. 


These and other parliamentary 
proceedings could prove vital to the 
chances for success of 

PS 2000. The reform Bill aside, 
there is the potential to enhance 
awareness of the need for reform 
and knowledge of changes that must 
be made — perhaps even including 
changes in the attitudes of 
parliamentarians — if, as the White 
Paper states, “members of the 
public are to have confidence in 
their governing institutions”. 


Indeed, if as the Government 
asserts, “improved service to 
Canada and Canadians” is the 
central theme of PS 2000, it follows 
that al] parliamentarians — indeed all 
Canadians — have a vested interest 
in this renewal initiative. 
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In April 1992, several senior level promotions 


were announced, 
Zant Whos 


: Sei é eine ee oe ne aire RN ja < : 

Cover Dave Briain and NOTES Chere ( top i) were promoted — 
from PX1 to PX2. Mark O’Connor (bottom left) and Grant 
Wilson were promoted from DX to PX]. 


Canada has a long tradition of 
membership and support of 
international organizations. A 
charter member of the United 
Nations, our country has played an 
important role in a variety of bodies 
set up to promote international 
co—operation. 


That record of international 
involvement is also reflected in the 
history of the Office of the Auditor 
General of Canada. Our Office has 
been involved in the audit of 
international organizations since the 
1940s, including more than 20 
years as one of the joint auditors of 
the UN itself. We have been the 
external auditor of the International 
Civil Aviation Organization (ICAO) 
since 1951 and more recently, the 
International Atomic Energy 
Agency (IAEA). This work is done 
on acost-recovery basis. This 
Office also assists periodically the 
Canadian delegations to the UN and 
to UNESCO. 


In addition to these audit 
responsibilities, our international 
activity has been focussed in recent 
years on the need for training 
auditors from developing countries. 
One of the reasons for our support 
for such efforts is the fact that 
Canada is a major donor of foreign 
aid and development assistance. 
With hundreds of millions of 
dollars of Canadian aid each year, it 
is important that the disbursement 
of these funds be subject to audit. 
Developing countries with many 
urgent needs often find it difficult 
to give priority to auditing. They 
therefore appreciate the kind of 
assistance given by our Office and 


through the INTOSAI Development 
Initiative (IDI) of the International 
Organization of Supreme Audit 
Institutions (INTOSAI). The OAG 
played a large part in launching IDI 
as a means of rationalizing and 
co-ordinating the various auditor 
training assistance programs of 
many countries. 


Another example of our 
commitment to assisting our 
legislative auditing colleagues in 
the developing world is the 
presence in our Office of many 
senior auditors from countries 
around the world. They are here as 
part of a Fellowship program, 
sponsored by the Canadian 
International Development Agency 
and administered by the Canadian 
Comprehensive Auditing 
Foundation and the Office of the 
Auditor General, which has also 
benefited our own auditors, 
providing important auditing 
insights from an international 
perspective. It recognizes our 
obligation to share with and support 
the international legislative auditing 
community. 


At the beginning of April, I 
travelled to Vienna to sign the 
accounts of the IAEA. During my 
brief visit to Europe I also met with 
my counterparts in London, Paris, 
Rome and Brussels to discuss the 
business of the INTOSAI 
Accounting Standards Committee 
of which I am Chairman. 


Overall, our involvement in 
international auditing activities is 
designed to enhance the likelihood 
that Canadian contributions to 
international organizations are 
spent as intended and managed 
appropriately. This work also has 
benefits for this Office, giving us 
access to valuable contacts and 
information and providing our staff 
with important opportunities to 
broaden their horizons. 


L. Denis Desautels, FCA 
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OAG Estimates Hearing: 1992 


by Mark Hill 
Principal, Parliamentary Liaison 


At 9:02 a.m. on Thursday 

26 March, Chairman Jean—Robert 
Gauthier (Liberal: Ottawa—Vanier) 
banged the gavel calling to order 
this session’s thirty-first meeting of 
the Standing Committee on Public 
Accounts (PAC). This set in 
motion some three and a half hours, 
in two separate meetings, of 
consideration of the Estimates of 
the Office of the Auditor General 
(OAG) for 1992-93. At the 
conclusion of the second meeting, 
the Chairman indicated that the 
Committee would be reporting the 
Estimates back to the House 
without change. 


This article reviews the two 
Estimates hearings in terms of the 
major lines of questioning posed by 
Committee members and the 
responses provided by the Auditor 
General and others at the table 
representing the Office. In the 
interests of brevity, not all 
contributions by all members are 
accounted for. Most of the review 
is concentrated on the first hearing 
since much of the second hearing 
was devoted to the Office providing 
an overview of the Part II 
document. 


For the first meeting, the Office 


was represented by Auditor General | 


Denis Desautels and Deputy 
Auditors General Raymond Dubois, 
Ron Warme and Larry Meyers. For 
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the second meeting, the Office 
contingent consisted of Raymond 
Dubois, Ron Warme and Wayne 
Gilmour (in his capacity as Director 
of Finance for the Office). 


A Departure from the 
Norm 


The first meeting proceeded along 
the lines of the usual Estimates 
hearing where OAG representatives 
responded to the questions and 
concerns of individual members. In 
something of a departure from this 
usual practice, the second meeting 
involved the Office taking the 
Committee on a page—by—page 
walk-through of the Part III 
document with a particular 
concentration on providing 
explanations for the various charts 
and graphs included in the 
document. Members seemed to 
appreciate this process and, for the 
Office, there seemed to be some 
benefit to having the thoughts and 
interests of members focussed on 
one particular topic at a 
time—rather than bouncing all over 
the map, which is one of the 
standard challenges of making an 
Estimates presentation. 


As with the review of most 
departmental estimates, the starting 
point for the PAC’s review of the 
OAG was Part III of the OAG’s 
Estimates. This document sets out 
in some detail the spending 
requirements for the coming fiscal 
year (1992-93), and compares these 
requirements to the forecast 
expenditures for the current year 
(1991-92) and the actual 
expenditures for the last fiscal year 
(1990-91). The complexities and 
frustrations of dealing with this 
terminology (planned, forecast, and 
actual expenditures) in a setting 


where the most recent )“‘hard 
number” on actual expenditures 
was some two years old were not 
lost on the Committee. 


In addition to the Part II] document, 
the Office tabled additional 
information for the Committee at 
the start of the second hearing. 
This material responded to 
questions outstanding from the first 
meeting and provided answers to a 
number of questions proposed by 
the Committee researchers that had 
not been covered in the first 
meeting. 


The First Meeting 


The first hearing began with a short 
opening statement from the Auditor 
General highlighting a number of 
the challenges faced by the Office 
and the initiatives planned or under 
way to deal with them. The AG 
noted that the Office is constantly 
faced with the question of ““How 
much auditing is enough?” and that 
considerable professional 
judgement is required to deal with 
this question, especially in these 
times of severe resource 
constraints. He noted how the 
Office has turned to EDP 
techniques and other initiatives like 
total quality management to 
maintain a reasonable audit cycle 
while meeting legislated demands 
for attest audit work and special 
examinations. He also noted that 
the government’s PS 2000 
initiative, the Office’s commitment 
to reducing the OAG management 
complement by some 10% and an 
expected workload increase 
resulting from recent deficit control 
legislation (offset to some extent by 
the reduction in government entities 
announced in the recent Budget) 


will keep pressure on the Office to 
increase productivity. 


After stating his commitment to 
reviewing the form of the OAG 
Estimates for the 1993-94 fiscal 
year in light of the findings of the 
current audit of information for 
Parliament (a planned 1992 
chapter) the AG concluded his 
statement by commenting on the 
elusiveness of measures of the 
effectiveness of the work of the 
Office. He said that the real results 
of OAG work are seen by “*...what 
happens to our reports and 
recommendations made to the 
House, to Ministers, and, in the 
case of Crown corporations, to 
boards of directors.” He noted the 
“joint” nature of the OAG’s efforts, 
dependent as they are to a large 
extent on the work of the PAC. He 
also noted that the very carrying out 
of audit work, the presence of 
auditors in departments, contributes 
to one very important facet of OAG 
effectiveness that could be 
characterized as being a 
“permanent, positive force” for 
better management and that acts as 
a deterrent to irregularities that 
could lead to waste, 
misappropriation or fraud. 


Committee 
Questioning 


After Mr. Desautels’ opening 
statement, Committee questioning 
was led off by Doug Young 
(Liberal: Acadie—Bathurst). He 
indicated that he was not convinced 
that the structure of the Treasury 
Board and the Comptroller General 
is effective or efficient. He 
wondered if the Auditor General 
could look at these organizations, 


especially in light of the devolution | 


of authority proposed by PS 2000 
and the need for a “‘...thorough 
review of the system of managing 
expenditures and accounting for 


expenditures...” at the central 
agency level. 


The AG indicated he would be 
looking at some central agency 
functions, but not in the form of the 
major studies that characterized the 
work of the Office in the 1970s. 
Rather, the Office will carry out a 
number of studies over the next few 
years (an examination of the 
program evaluation function for 
reporting in 1993 is one example) 
that, collectively, will start to 
address this need. He also restated 
his intent that the Office will try to 
act as the ‘“‘conscience of PS 2000”. 
For the Office, this will mean 
maintaining an overview of the 
macro—aspects of the 
implementation of PS 2000 with 
particular regard to “‘...a proper 
balance between central controls 
and the roles of each of the central 
agencies... .”. Observations 
resulting from this overview could 
be provided to the Committee for 
whatever action the Committee felt 
appropriate. 


Committee member Guy St—Julien 
(Progressive Conservative: Abitibi) 
then asked a number of questions 
on administrative matters (travel 
policy, application of the 0-3-3 
wage restraint policy, contracting 
practices). Deputy Auditor General 
Ron Warme explained that policy 
permits retaining a former Office 
employee under contract to meet 
specified needs, but that such 
contracts are tied to the salary level 
earned before retirement and the 
total amount to be contracted is 
limited to a fixed annual ceiling. 


New Democratic Party member 
Jack Whittaker (Okanagan— 
Similkameen—Merritt) then 
wondered if the people of Canada 
are getting value for their money 
from the OAG. He indicated that 
while he had no doubt, Canadians 
who did not know the Office well 
might wonder. The AG stated that 
while this was largely a subjective 


matter, he was convinced after a 
year on the job that, indeed, 
Canadians could rest easy. He felt 
that the best indicators were the 
positive influence and reputation 
enjoyed by the Office. 


Mr. Whittaker went on to wonder 
how the Office went about 
determining the audit cycle for a 
given department or program. 
Deputy Auditor General Larry 
Meyers described the concepts of 
auditability and audit—worthiness 
and how they are applied in the 
process of determining a shorter or 
longer cycle for a given program or 
entity. He also noted the challenge 
review and the longer-term 
perspective brought to the process 
of determining the cycle that 
ensures a cohesive overall Office 
plan. 


Gabrielle Bertrand (Progressive 
Conservative: Brome—Missiquoi) 
then enquired about the rate of 
participation of employee groups 
covered by the Employment Equity 
Act (Madame Bertrand sits on a 
Committee of the House currently 
reviewing that Act). The figures 
were presented to the Committee at 
the second hearing. They showed 
that, for all employment equity 
groups and for francophones, the 
Office was ahead of public service 
participation rate goals. 


Madame Bertrand then went on to 
pick up on a theme introduced 
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earlier and asked the Auditor 
General what he meant when he 
referred to the “consequences” of 
the work of the Office. Mr. 
Desautels responded that the Office 
looks back at earlier annual Reports 
on an ongoing basis (the two—year 
follow-up program) to see what has 
happened in response to the report 
recommendations. He also noted 
that when the Office carries out an 
audit ‘‘...the people concerned 
know that the issue may be 
discussed by the Public Accounts 
Committee, (and) they start acting 
on it pretty seriously.” 


Member Eugene Bellemare 
(Liberal: Carleton—Gloucester) 
then asked a number of questions, 
one of which sought the Auditor 
General’s views as the “conscience 
of PS 2000”. Mr. Desautels 
responded by indicating that the 
Office had published and 
distributed two articles dealing with 
PS 2000 and that PS 2000 issues 
had been dealt with directly in the 
1991 Report chapter on Innovation 
Within the Parliamentary Control 
Framework (chapter 5). He 
reiterated that he recognized the 
need to strike a balance between the 
principles that Parliamentarians 
have adopted for management of 
human resources in the public 
service (equity, merit, etc.) and the 
need to manage those resources 
economically. 


Deputy Auditor General Raymond 
Dubois then outlined how the 
Office will monitor the 
implementation of PS 2000, 
including the intention to include 
some comment in future annual 
Reports on the direction that 

PS 2000 is taking. 


Member Gaby Larrivée 
(Progressive Conservative: Joliette) 
then asked the Auditor General how 
he knows when to stop when he is 
getting into the area of government 
policy. He used the example of 
whether the AG would recommend 


the consolidation, in the interests of 
economy, of the several 
loan—granting institutions operated 
by the Canadian government. Mr. 
Desautels responded that such 
decisions were a matter of 
discipline and judgement and that, 
in the example given, since the 
institutions were established with 
some clear policy objective in mind 
he would probably stop short of 
such a recommendation. On the 
other hand, he noted that where 
structures were of a purely 
administrative nature, as opposed to 
a policy nature, such a 
recommendation would be made. 
He noted that sectoral audits such 
as the one currently under way on 
emergency assistance programs 
could involve such 
recommendations because there is 
no policy implication to them. 


The Second Session 


The Chairman concluded the first 
meeting with a request that the 
Office return for a second meeting 
and provide the answers to a 
number of specific questions at that 
meeting. The second session 
consisted of a presentation by the 
Office of the answers requested 
plus the walk-through of the 
Estimates Part III document for the 
Office. It will not be reviewed in 
detail here. 


Dissatisfaction 
Expressed 


The Estimates review process does 
not end with the hearing. The 
hearing is simply a forum where the 
Office explains its plans and 
performance for the past year and 
where the Committee offers its 
views on those plans. In this case, 
the Office made it quite clear that it 
was less than satisfied with the 
form of the Estimates presentation 
required by the central agencies. 


The Auditor General indicated that, 
while he was not happy with the 
form, he nonetheless felt 
constrained to stick with it in the 
interests of staying within central 
agency requirements. The 
Committee made it clear that they 
were not happy with it either. The 
Auditor General indicated that he 
would be presenting his Estimates 
for the next fiscal year in a new 
format that will flow out of the 
OAG audit of information for 
Parliament currently under way. 


Readers who would like to review 
the transcript of the two hearings on 
OAG Estimates may refer to Issues 
Nos. 21 and 22 of the Standing 
Committee on Public Accounts. 


Erratum: In the last issue of 
Opinions we referred to OAG 
advisor Ron Moore as a partner in 
Woods Gordon & Co. In fact, Mr. 
Moore is a former partner in that 
firm, which is now known as 
Ernst & Young. 


We apologize for any 
inconvenience our error might 
have caused. 
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Quality in the Constructed Project 


Some lessons learned in audit co-operation, co-ordination, 
cost control and building industry issues 


by Elwyn E. Hopkin 
Director, Audit Operations 


Elwyn Hopkin is a functional specialist in engineering 
and economics in the Major Capital Projects Team. He 
directed the value-for-money audit “Quality in the 
Constructed Project” reported in the Auditor General’s 
1991 Report. 


The author would like to thank Ross Buskard, Team 
Principal, for facilitating the Director’s independence 
of action and David Rattray, Assistant Auditor General, 
and Larry Meyers, Deputy Auditor General, for their 
support and encouragement in the OAG’s first 
engineering audit. 


Background 


The real estate assets of the federal government are 
worth approximately $60 billion. The general-purpose 
office buildings portfolio, under the custodianship of the 
Department of Public Works (DPW) is worth in excess 
of $8 billion. These buildings are, on average, 41 years 
old and accommodate 150,000 government employees. 
Fifty percent of the buildings are in the National Capital 
Region. 


The Department has a significant, but as yet 
unquantified, implicit commitment of future 
expenditures to repair and modernize these buildings to 
meet current demands for a safe and healthy working 
environment. 


Initially, our Office was going to examine the seismic 
vulnerability of government buildings in the National 
Capital Region, which is a zone of moderate seismic 
activity. This was subsequently modified into a more 
comprehensive approach covering several major 
building elements, viz., building structure, envelope, 
acoustics, lighting, ventilation and air quality, fire safety 
and overall functional design. The Auditor General 
considered the situation sufficiently important to 
approve a pilot audit project involving two modern 
general—purpose office buildings nominated by DPW in 


the National Capital Region. One was a Crown-owned, | 


15—storey, reinforced concrete, framed building 
completed in 1979, with a gross floor area of 112,000 
square metres, accommodating 4,000 public servants. 


The other was a lease—purchase, three-storey, 
reinforced concrete, framed building completed in 
1984, with a gross floor area of 10,000 square metres, 
accommodating some 300 public servants. A primary 
objective of the pilot project was to develop and test a 
methodology for the technical auditing of Government 
of Canada buildings. 


Co-operation 


In contrast with the Audit Board of Japan, which has 
construction divisions employing a large number of 
engineers to conduct technical audits, the OAG 
resources for engineering audits are confined to a few 
members of the Major Capital Projects Team. 
Consequently, it was decided to conduct this audit in 
conjunction with the Institute of Research in 
Construction (IRC) of the National Research Council 
(NRC). The Institute is an independent government 
agency with a staff of 250 technical specialists and a 
mission to provide the construction industry with the 
best possible technology. IRC is charged with 
maintaining the National Building Code and the 
National Fire Code. 
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The Institute agreed to co-operate with the Office on 
the pilot audit. The technical inspection protocols were 
developed by experts in the engineering, science and 
architectural disciplines of IRC, in conjunction with our 
audit team. Public Works proved to be quite receptive 
to the initiative, as it saw the project as support for its 
own work in building evaluation and asset management. 


The audit methodology (protocols) was applied in the 
pilot project by 21 specialists from seven consulting 
firms under contract with the OAG. This was facilitated 
by DPW, custodian of the Crown—owned building and 
owner of the lease—purchase building. 


Co-ordination 


It was considered desirable for the field work to be 
conducted during cold weather when buildings are 
normally subject to severe test by the climatic elements. 
The building audits involved the use of non-destructive 
tests relating to such characteristics as air quality and 
acoustics tests. Arrangements had to be made by Public 
Works with the tenant facilities management staff for 
escorting the consultants through the buildings, 
particularly in the high security areas, both during and 
outside normal office hours. The Department’s records 
management staff and engineering and architectural 
professionals facilitated access to the thousands of 
drawings and hundreds of specifications, technical 
reports and other documentation generated during the 
design, construction and operation of the buildings. 


Cost Control 


Because of building industry benefits expected from the 
audit, IRC absorbed the cost of its share of the work in 
preparing the audit protocols. 


The audit illustrated the advantage of setting a fixed 
price for consulting contracts. This approach reduces 
administration costs, but requires a precise definition of 
the audit scope, tasks involved and schedule. Good 
co-ordination and detailed terms of reference are 
necessary to avoid claims for extra payments. 


Criteria 


The audit criteria encompassed the quality, 
serviceability and durability of buildings in relation to 
the following levels of performance. 


Level 1. The minimum legal level of performance or 
standard practice in regard to health, safety and 
structural integrity required to satisfy building codes 
and standards in force at the time of construction. 


Level 2. The level of performance specified in the 
design objectives or accepted current practices. This 
performance level was stated in the DPW project 
control documents. 


Findings 


Following is a summary of the audit findings, which are 
presented in detail in the 1991 Annual Report. 


Both buildings were found to be generally designed and 
constructed to commercial standards commonly in 
effect at the time. Nevertheless, there were 108 
reportable findings in the audit of the major building 
elements, services and functions, 15 of which were 
considered in need of immediate attention. Breaches of 
the National Fire Code in both buildings audited raised 
some questions about their design, construction, 
inspection, commissioning and operational 
management. There is no complete fire safety plan for 
either building. Large precast concrete panels in the 
uppermost part of the envelope of the Crown—owned 
building are cracked, and some panel anchors are 
corroding. Both buildings have features that make 
accessibility for the handicapped unnecessarily difficult. 
The heating, ventilating and air conditioning system of 
the Crown—owned building cost $5.9 million more than 
more economical and efficient systems available at the 
time of construction. Air quality, lighting, acoustics and 
functional deficiencies exist in both buildings. 


Public Works was advised immediately of deficiencies 
affecting health and safety and took urgent action to 
rectify the situation. 


Recommendations 


Among the audit recommendations to the Department 
were the following points that are appropriate for 
general application in building projects. 


@ DPW should ensure that proper life-cycle cost 
analyses are prepared, as called for in the Treasury 
Board Administration Policy Manual, before any 
significant investments are undertaken. 


@ DPW should obtain advice from commissioning or 
building operation staff at the initial design stage on 
the serviceability of building components. 
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@ DPW should obtain an independent review of @ The Institute of Research in Construction has 
design with respect to building function and choice identified a potentially wide market for the 
of major building services (for example, heating, protocols developed for the audit. 
ventilating and air conditioning) before final 


. on ' 
acceptance of a design. Building owners and portfolio managers recognize 


that changing economic conditions, concern for 

@ DPW should consider involving acoustics historic building preservation, emphasis on fully 
specialists in the initial building design stages. utilizing conveniently located structures, space 

shortages and the increasing cost of new buildings 

have resulted in a need to evaluate the existing 

building stock. 


@ DPW should prepare long-term repair and 
replacement plans for building components and 
structures on the basis of life-cycle costs analysis. 


Rehabilitation Exceeds 


Benefits New Construction 


The audit was beneficial on several fronts: A recent IRC paper stated that the amount expended on 


the rehabilitation of buildings in Canada now exceeds 
the total value of new construction. Much of the 


| rehabilitation cost lies in the upgrading needed to meet 
| 


@ It provided Public Works with two comprehensive 
building condition reports. 


@ The Fire Commissioner of Canada has incorporated | the structural and fire safety requirements of today’s 
relevant sections of the audit protocols into Labour building codes. The application of current structural 
Canada’s Fire Inspection Guide. | design codes is not always practical for the 


rehabilitation of buildings. The Institute is carrying out 
research to develop alternatives and accompanying 
guidelines to enable consultants to apply the intent of 
building codes to rehabilitation work. 


@ The audit included the development and 
field—testing of a methodology that could be 
employed, with few modifications, in the future 
audit of buildings and in the preparation of building 
condition reports forming part of the DPW and 
other departments’ asset management plans. Conclusions 


Our pilot study was an example of cost-effective 
co—operation between a value—for—money audit team 
and a specialized central agency. The OAG initiative 
provided broad-based benefits and proved to be timely. 
The engineering and architectural institutions of 

| developed countries are now focussed on the problem of 
aging infrastructure and cost-effective restoration work 
to meet the demands of society for a safe and healthy 
working environment. Quality in design and 
construction is central to this goal. 


Our audit also showed the need for comprehensive 
education in building engineering through 
multi-discipline programs designed to meet all phases 
in the life-cycle of a building project. At present few 
Canadian universities offer such programs. Concordia 
University is a leading institution serving the building 
industry through its Centre for Building Studies. 
Ryerson Polytechnical Institute has recently introduced 
a course in Commissioning of Buildings. It is hoped 
that more Canadian universities will establish programs 


te 


A fire burns out of control in a skyscraper. | of this type. 
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Examining the Budget: 
Implications for Auditors 
and Auditing 


by Dennis Paproski 


Dennis Paproski, the author of this article, retired from the Office of the Auditor General on 31 March 1992, after 
more than thirty years in public service. The first stage of his career was in the military as a pilot. Later he worked 
with the Economic Council of Canada as an economist. Most recently he was the Principal in charge of the 
Borrowing Programs and Economic Studies team. The chapter he produced on Debt Management and Employee 
Pensions received a great deal of attention. 


Canada’s Deficit 
Persists 


For the past two decades the federal 
government has recorded annual 
budgetary deficits. This has 
resulted in growing public debt. 
The consequent increase in the 
interest on the public debt is 
worrisome: in 1990-91 it reached a 
record high of 6.3 percent of GDP 
(Gross Domestic Product — a 
measure of the nation’s annual 
output and income), a record likely 
to be exceeded this year. 


The current circumstance has arisen 
despite the fact that the growth in 
budgetary deficits was halted in the 
mid—1980s, following the major 
recession of the early 1980s. 
Moreover, deficits have fallen as a 
percentage of GDP. In current 
dollar terms, however, the level of 
budgetary deficits has remained 
stubbornly high, in the $30 billion 
range. Because of continuing 
deficits, high interest rates and 
resultant increases in interest on the 
public debt, the federal government 
has had to cut deeply into its other 
program expenditures, including 
statutory transfers to provinces and 
persons, and has had to increase tax 
and other revenues, just to keep the | 
deficit from rising in nominal 


terms. However, the federal portion | 


of public debt continues to build 
with each new annual deficit. 


This article is designed to 
encourage legislative auditors to 
carefully examine the Budget, since 
it signals how the government 
intends to deal with the deficit and 
the general ramifications of this 
“fiscal stance” for the wide range 
of revenue and expenditure 
programs that the Office audits. 


Budget Reflects 
Government’s Fiscal 
Position 


The Budget reflects the 
government’s fiscal stance — its 
position with respect to the overall 
balance of revenues and 
expenditures. It expresses the 
top-down, global strategy that the 
government intends to pursue. It 
affects each and every program or 
activity the Office of the Auditor 
General audits or studies. The 
Budget expresses this strategy 
better than any other statement by 
the government. No other 
document could be more important 
reading for legislative auditors, 
particularly if they have to 
understand how the “pieces” — the 
individual programs and activities 
— are affected by the fiscal stance 
and, in turn, how the quality of 


management of these pieces may 
affect the overall deficit. 


Deficit Reduction 
Requires Political Will 


Frustration with continued deficits 
despite efforts to improve probity, 
prudence, economy, efficiency and 
effectiveness through improved 
management and control is 
widespread. 


“Improving government efficiency 
and effectiveness through better 
public management is one avenue 
for restraining spending increases. 
However, past experience suggests 
that the benefits from public 
management reforms may be slow 
to materialize.” 


This quote from a recent study of 
the Organization for Economic 
Cooperation and Development 
summarizes a perspective that there 
will be no quick turnaround in the 
fiscal position of developed nations 
simply by acting on the 
management of ongoing programs. 
A political will to reduce deficits is 
essential. Substantial and relatively 
rapid shifts in the fiscal structures 
of nations with persistent deficits 
have taken place, but only by 
government expressing clear 
political will and carrying it 
through. Some of these shifts 
involved major revisions in the tax 
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structure and in the essence of the 
program expenditure package. 
Others involved major 
modifications in the way the 
government was to be managed. 
All these changes were initiated by 
the political leaders or were 
strongly supported by them. 


Budget Presents 
Top—Down View of 
Government Goals 


Following the Speech from the 
Throne, the Budget is the first 
document that provides a top-down 
picture of the government’s 
political will regarding the deficit. 
This implies that the Budget should 
be compulsory reading for 
legislative auditors. A top-down 
Budget — the Speech with all its 
supporting documents — will have 
something to say, about the goals, 
broad implementation strategies 
and programs that the government 
intends to follow. 


Auditor General Plays 
Role in Fiscal Change 


All major players in the 
accountability chain — the 
government of the day and 
Parliament, the layers of 
management of federal 
departments, agencies and Crown 
corporations, and the Auditor 
General — share a traditional 
concern for probity and prudence in 
the management of public revenue 
and expenditure operations. 


Aggregate fiscal management — 
budgetary deficits and their impact 
on the wider economy — is not 


audited by the Office of the Auditor | 


General of Canada. The Office’s 
mandate is also constrained with 
respect to audit of, and 
pronouncement on, the relevance of 
public policy or, directly, the 


| 


effectiveness of strategies, 
programs and activities used to 
effect these policies. But most 
individual programs and activities 
are audited by the Office, and 
successive auditors general have 
contributed to aggregate fiscal 
responsibility, even without a 
mandate to audit the government’s 
management of the economy as a 
whole. 


Nonetheless, the mandate is broad. 
The traditional attest audit 
responsibilities allow and require 
the Auditor General to provide 
Parliament with assurance, or 
exceptions, that the government 
manages its affairs with probity and 
prudence and within approved 
authorities. The prudence 
dimension of this traditional 
mandate is expanded, in the 
elaboration of value—for-money 
audit responsibilities, to explicitly 
allow for audit comment on public 
managers’ regard for economy, 
efficiency and effectiveness. 
Together, these elements challenge 
legislative auditors to contribute to 
improved collection and use of 
public moneys and, consequently, 
to lower deficits. Still, deficits 
persist. 


Budget Analysis 
Could Guide Auditors 


Although the Budget is a potpourri 
of ingredients — statistical 
analysis, economic projections, 
wishful thinking, conventional 
wisdom, and what—have—you — 
careful analysis of the Budget can 
help the auditor to better understand 
the audit environment, including 
the government’s philosophy and 
goals, its strategies and priorities 
and, most important, its fiscal 
stance and how it is to be achieved. 
Naturally, the Budget documents 
will be more revealing about the 
fiscal dimensions of operations than 
about regulatory, monetary or other 
matters. However, on occasion, the 


| 


| 


government will use the Budget to 
explain how its regulatory 
initiatives (including deregulation) 
and monetary policy stance may 
reinforce its pursuit of goals 
through the “fiscal stance”. 


The fiscal stance is a statement 
about the aggregate deficit or 
surplus on budgetary operations 
with casual reference to the extent 
to which non—budgetary operations 
affect the cash requirements of the 
government (defined as the amount 
of money that the government must 
borrow from the general public 
including, increasingly, foreigners). 


The Budget will indicate what the 
government thinks the main 
economic problems facing the 
nation are, over the short term (the 
upcoming year), the medium term 
(four more years down the line) 
and, occasionally, the long term 
(beyond five years). Last February, 
the expressed short-term problem 
was the existing recession; this was 
seen to be an impediment to greater 
fiscal restraint in the short term. 
Entrenched inflationary 
expectations were touted to be the 
major medium-term problem. How 
does this relate back to the question 
of fiscal balance or prudence? 


The story goes something like this: 
once a government gets into a 
deficit mode (as in the mid—1970s 
to 1984), it builds up an expanding 
expenditure base that is difficult to 
dismantle and that is further 
compounded by interest charges on 
the growing public debt. A 
government could raise taxes and 
other revenues, but there are limits: 
presumably taxpayers could revolt, 
leave the country, reduce their work 
effort in the face of eroding 
incomes and/or vote differently in 
the next election. In sum, it is 
claimed that government deficits 
add to inflationary pressures, which 
put upward pressure on interest 
rates. These in turn drive up the 
cost of interest on the public debt. 
If people think that prices will 
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continue to rise in the future, they 
will buy more and demand higher 
wages and salaries. This 
contributes to yet higher inflation — 
a classic vicious circle. 


Expressed in terms of a fiscal 
stance, the above reasoning 
contributed to two conclusions in 
the most recent Budget: 


@ There’s no sense trying to 
spend our way out of the 
recession (it won’t work and it 
will just add to the deficit and 
build—up of debt); and 


@ There’s a lot of sense in 
co-ordinating tight fiscal 
policy (reduced deficits) and 
tight monetary policy to break 
the vicious circle of 
inflationary expectations, price 
increases, eroding 
competitiveness and, 
eventually, another recession. 


This article is not meant to 
convince the reader one way or the 
other about the economic or 
political rationale underlying a 
government’s fiscal stance. 
Whatever the reasoning, the tight 
fiscal stance adopted in the last 
Budget does have implications for 
revenue and expenditure programs 
that the Office must audit. The 
Budget is the financial foundation 
of the environment in which such 
programs are situated. A brief 
review of the restraint measures is 
illustrative. 


Budget Highlights 
Fiscal Restraint 


About one third of the reduction in 
the federal deficit over the last 
seven years has come about 
because of increases in the effective 
rates of taxes and other revenues. 
While the 1991 Budget announced 
measures to improve the 
“self-financing” arrangement for 
unemployment insurance and 
increased tobacco taxes to improve 
the health of the nation, it professed 


to include no tax increases. The 
Goods and Services Tax (GST) was 
announced earlier and, in February, 
it was still maintained that the 
consequences of this new tax 
(effective as of 1 January) would be 
“revenue neutral” (no increase in 
the total tax bite). 


Given that the government must 
pay interest on the public debt that 
is sold through the market to 
Canadians and non-residents, most 
of the latitude to cut expenditures 
must come from the so-called 
“program” expenditures. Not long 
ago, a number of statutory 
expenditure programs would have 
been considered sacred, not to be 
chopped by human hands. There 
has been an obvious structural shift 
in public finance with the 
institution of spending caps, freezes 
and cuts to the federal 
government’s transfers to provincial 
governments. The February 1991 
Budget extended the expenditure 
control plan initiated by the Budget 
of February 1990. The 1991 
Budget also imposed restraints on 
government operations. Because 
these operations comprise primarily 
wages and salaries, these restraints 
have a significant impact on the 
federal public service. Support for 
other public management reforms 
was also highlighted. 


However, one notes the genius of 
government policy designers in the 
1991 Budget. It contained two new 
initiatives to bring balance back to 
the federal Budget. In one case, 
legislation has been tabled; the 
effect is to tie future governments 
to a schedule of expenditure levels 
over a five-year period, with 
deviation from the path without 
explicit parliamentary approval 
becoming more difficult as the 
years pass. The other initiative 
would see a specified purpose 
account set up to be credited with 
GST revenues beyond those 
initially forecast, along with 
contributions from Canadians who 


would like to make a direct 
contribution to debt reduction over 
and above their taxes. The 
resources of this account could be 
used only to pay interest on the 
public debt or to redeem maturing 
debt (which must be paid or 
redeemed in any case). As the 
Budget explicitly highlighted, this 
“Debt Servicing and Reduction 
Fund” will be audited by the 
Auditor General of Canada. 


Conclusion 


It is rather easy to be cynical about 
documents that mix economic 
theory, social theory, statistical 
analysis, economic projections, 
political rhetoric, wishful thinking 
and creative assumptions into one 
potion. Certainly, budgetary 
forecasts rarely turn out to be 
mirrored by future reality. And 
another government might well 
interpret how we got to where we 
are, and where we should go, in a 
much different way. Nevertheless, 
any government must be concerned 
about deficits and debt servicing. 
And, when the going gets tough, it 
must put on a brave face lest 
defeatism be encouraged. 


The February 1991 Budget 
followed the model of many of its 
predecessors, and, as usual, life is 
not turning out as the Budget 
painted it. However, the Budget 
papers give auditors a handle on 
what the government wants to 
achieve and how, with severely 
limited alternatives, it will try to do 
so. All this is important for 
auditors, who must understand the 
authorities that underlie programs, 
the constraints facing program 
managers and the objectives of 
these programs. The most obvious 
way that audit staff can learn about 
and appreciate these matters is 
through the reading and careful 
consideration of the Budget 
documents. 
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Concurrent Auditing: Legislative 
Auditing Goes Global 


by Vinod Sahgal and I. Sangster, External Affairs and 
CIDA Audit Team 


This article traces the development and growth of concurrent 
auditing, and the direction it may take in the future. It also 
considers the part to be played by the Office of the Auditor 
General. 


The Beginning 


In April 1991, the National Audit Office of the United 
Kingdom hosted a symposium to discuss the challenges 
of auditing overseas aid. Representatives of Supreme 
Audit Institutions (SAIs) were invited from major donor 
countries around the world. 


Esther Stern, Wendy Loschiuk, and other audit team members re- 
view CIDA’s projects in Pakistan. 


During this three-day exchange of ideas on overseas 
development assistance and the aid environment, 
auditors found many common areas of interest. Most 
participants agreed on the need to strengthen 
accountability and improve the operations associated 
with overseas development expenditures. They also 
found a consensus on the need for more consultation 
among SAIs in deciding what audit issues to pursue and 
how best to deploy audit resources. Their conclusion 
was that a co—operative approach, with an ongoing 
sharing of knowledge and methodology, would make for 
a more penetrating audit. The discussions led to a key 
proposal: concurrent auditing. 


Simply put, a concurrent audit is one in which two or 
more SAIs co-ordinate their audits of the same 
international organization or overseas development 
project, doing them at about the same time and in 
consultation with each other. No change in audit 


legislation is necessary. The conduct of the concurrent 
audit respects the separate mandates and reporting 
requirements of the legislative auditors involved. The 
emphasis is on concurrent, not joint auditing. 


All parties involved agree that the idea is sound, and 
that any hurdles can be dealt with over time. 


Work on developing audit standards for the 
International Organization of Supreme Audit 
Institutions (INTOSAI) is now complete and active 
experimentation is encouraged. The time is right. 


Benefits to the Supreme Audit 
Institutions (SAls) 


Assistant Auditor General Paul Ward and Principal 
Vinod Sahgal attended the Symposium on behalf of the 
Office. They realized that since many projects are 
funded jointly with recipient countries, two or more 
audit organizations could work together in this area to 
their mutual benefit. 


First, the participants could share information on audit 
approach and methodology. This could strengthen the 
“‘hands—on” exchange of information on legislative 
auditing among professionals worldwide. Many 
important issues facing legislative auditors, such as 
sustainable development, the environment and 
international trade programs, call increasingly for 
common audit topics and related methodology. 


Second, the overall costs of auditing international 
development assistance projects could be ultimately 
reduced. If one Supreme Audit Institution could rely on 
the work of another, duplication of audit effort would be 
minimized. In the final analysis one could argue that 
the recipient country’s audit institution is the “‘primary”’ 
auditor. 


Finally, this approach would enhance the quality, 
comprehensiveness and effectiveness of audits. The 
quality of legislative auditing improves when the 
perspectives of all key participants have been taken into 
account in developing the audit report. And the Public 
Accounts Committee, for instance, could conduct more 
informed debates on the value for money achieved in 
Canada’s participation in international organizations, 
and in the Canadian International Development 
Agency’s funding of projects overseas. 
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Left to right: Paul Ward, AAG (OAG), Vinod Sahgal, principal 
(OAG), Nantaphon Nimsomboom, Acting Deputy Auditor General 
(Office of the AG of Thailand), Prayat Thirawat, AG of Thailand 


Possible Areas to Explore 


Given these potential benefits, where would it be best to 
undertake concurrent auditing? At least four areas are 
ready for exploration. 


First, two or more countries could select a topic or 
matter of significance in common. An example is the 
“‘structural adjustment” programs linked with the 
overseas development agencies of countries belonging 
to the Organization for Economic Co-operation and 
Development (OECD), the International Monetary Fund 
and the World Bank. Are their expenditures managed 
and conditions monitored in the interest of optimizing 
value for money? 


Assistant Auditor General Paul Ward with representatives of the 
European national audit offices 


Second, if jointly financed projects were concurrently 
audited by external auditors of the funding bodies, the 
management of an entire project could be reported on, 
no matter what the sources and methods of funding. 


Third, donors to international organizations like the 
United Nations or one of the Multilateral Development 
Banks such as the World Bank could concurrently audit 
the management of their participation in these 
organizations. The audit effort of any one member 
country could be reinforced by the findings of others. 


Finally, Canada and many other countries fund overseas 
development projects bilaterally. The donor’s 
legislative auditors and the SAI of the recipient country 
could be encouraged to undertake concurrent audits of 
the same projects in their respective jurisdictions. The 
objective would be to determine whether these jointly 
funded projects were meeting their stated goals, with 
due regard to value for money. 


The OAG Well Placed to Take 
Advantage of Such a Plan 


For this last approach in particular, the External Affairs 
audit team is uniquely positioned to further the aims of 
concurrent auditing. It is already auditing CIDA 
projects in countries that are excellent candidates for 
such an enterprise. The idea has had long-standing 
support from Deputy Auditor General Larry Meyers. 


Last fall, Auditor General Denis Desautels issued an 
invitation to the Auditors General of Bangladesh, India, 
Nepal, Thailand and Pakistan to consider sharing 
information and methodology on performance auditing 
of development assistance projects. Auditors General 
have responded that they would be interested in 
exploring ways to further this objective. 


The OAG already participates in a Canadian program, 
run through the Canadian Comprehensive Auditing 
Foundation (CCAF) to enhance the quality of audits in 
developing countries. The CCAF program is funded by 
the Canadian International Development Agency. The 
International Audit Office Assistance Program provides 
fellowships to senior legislative auditors from 
developing nations to spend a year with the Office. The 
purpose is to strengthen legislative audit institutions in 
the developing countries. This program has provided an 
entree and contacts in SAI offices to pursue the idea of 
concurrent auditing. 


Former CCAF Fellows Akram Khan of Pakistan and 
Oraphin Patamalikitskul of Thailand have already 
offered their active co—operation. Specific plans are 
being developed toward experimenting with concurrent 
auditing. Esther Stern and Rajesh Dayal, key members 
of the External Affairs audit team, are expected to assist 
Vinod Sahgal, in spearheading this initiative in these 
two countries. 


This marks the first step in what could very well be, 
with “hands-on” involvement, a partnership in 
legislative auditing evolving globally. 
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Energizing Your Annual Report 


by Michael Ryan 
Director, Audit Operations 


In November of 1991, the OAG‘s Michael Ryan, who is on 
exchange with the Australian National Audit Office, presented a 
paper entitled “Energizing Your Annual Report” at a conference 
on Annual Reports and Reporting in the Public Sector. The 
following points have been excerpted from his address: 


Annual Report as Communication 


The successful annual reporting process is a 
communication process that continues until it is 
complete and is integrated into the entity’s 
communication strategy. 


It is a communication process in which you define 
annual reporting success in terms of measurable 
outcomes. 


In the basic communication model you have a 
source who encodes a message in a medium and 
transmits that message to the audience. The 
audience responds to the message; that response is 
compared to the objective of the original 
communication and appropriate action is taken. 


A communication transaction is not complete until the 
sender collects a response from the intended audience, 
compares that response to the original message and is 
either satisfied, which closes the communication 
process, or not satisfied, which calls for further action. 


Annual Report as Organizational 
Communication 


The Annual Report should reflect the 
communication strategy of the organization and, 
thereby, the corporate and operational strategy of 
the organization. 


Drafters of the Annual Report rely on the 
communication plan for: a description of the 
external and internal communications environment; 
a definition of the future, featuring assumptions, 
projections, and communication objectives; and 
operational details, including human and financial 
resource budgets, action plans with timed targets, 
and a definition of the performance measurement 
approach to be used for communications in general 
and the annual report in particular. 


The Annual Report is a main pillar in the 
communication plan, serving to control against the 


organization’s strategic and corporate plans, meet 
the statutory reporting requirements, share 
information about what the organization is and 
does, and convince others to give more 
appropriation dollars, to.do business with the 
organization, or to hold it in higher regard. 


Applying the Results—Oriented 
Approach to Public Entities 


Remember that public sector reporting anchors the 
accountability regime so necessary in a 
commercialized and corporatized public service. In 
the absence of the checks and balances 
characteristic of the private sector, public sector 
bodies require augmented reporting to ensure that 
the accountability needs of government, Parliament 
and, ultimately, the taxpayer, are met. 


Review the role of the Annual Report in the 
communication plan and, in turn, the strategic and 
operational plans of the organization. That will be 
a reminder of the goals. 


Review the results of the audience survey from last 
year’s Annual Report. 


Identify the target audience. Employees, 
management and executives comprise the internal 
audience while politicians, the media and certain 
elements of the population comprise the external 
audience. 


Develop specific, realizable and measurable 
behavioural outcomes for the annual report. 
Definition of the objectives of the report involves 
determining what the target audience will know or 
do as a result of reading it. 


Develop the message. The Annual Report should: 
comply with statutory content requirements as well 
as published guidelines; measure performance 
against objectives as stated in the strategic and 
operational plans; present financial statements with 
an audit opinion; and cover the economy and 
efficiency of resource stewardship and the 
effectiveness of operations. This might be in the 
form of information about the relevance of the 
corporation and its programs, the appropriateness of 
programs in light of objectives, achievement of 
results, acceptance, secondary impacts, costs and 
productivity, responsiveness, financial results, 
protection of assets, and monitoring and reporting. 
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The Annual Report should provide information 
which meets the needs of target audiences in such a 
way as to foster appropriate action. 


The content of the Annual Report should provide a full 
accounting to Parliament and the taxpayer for assets 
held, funds spent and the achievement of goals. It 
should also be presented in plain, easily understood 
language. 


@ Identify and remove “blockers” of the 
communication process. These traits decrease the 
effectiveness of the Annual Report: the tendency to 
respond to what the organization believes are the 
needs, values and opinions of the target audience as 
opposed to the documented real needs; excessive 
self-promotion, when ego overwhelms the 
message; poor layout, inappropriate design, jargon 
or other difficult language; and deficient 
production. 


@ Package, produce and distribute the Annual Report 
to target audiences, previewing its arrival with 
promotional communications which highlight key 
elements and following up with information which 
fosters the desired response. Options to consider 
are: a pocket-size version; a video; a filmed 
version; the Annual Report on microfiche or 
computer database. 


@ Marshal the resources of the mass media by 
ensuring that they receive the Annual Report along 
with background information in media—ready 
format. 


® Confirm receipt of the Annual Report by members 
of the target audience, and monitor the impact. 
Should the outcomes be other than those desired, 
adjust the follow—up communication strategy and 
campaigns to bring about the desired results. 


The Public Accounts as 
Communication 


The Federal Government Reporting Study, a joint study 
by the Office of the Auditor General of Canada and the 
U.S. General Accounting Office, identified user groups 
for government financial statements. They identified 
three groups and their information needs: 


@ Legislators, government planners and managers are 
responsible directly or indirectly for the flow of 
financial information to other users, and for the 
impact of government on people and organizations. 
Legislators want key financial indicators broken 
down geographically and demographically and by 
interest areas. They need consistent, 
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understandable, digestible and easily obtainable 
information, and to be able to move rapidly from 
summary level to supporting detail. Government 
planners and managers need summary information 
to be used in assessing socio-economic impact and 
the financial position of government, and 
disaggregate information for measuring and 
reporting on compliance, resource management and 
cost-effectiveness. 


@ Citizens and corporations. Citizens want 
information on the efficiency, effectiveness and 
propriety of government operations. Corporate 
leaders want rigorous financial planning in order to 
generate confidence in government and its 
operations. 


@ Media and analysts (social policy, economic and 
financial). These individuals analyze and 
disseminate information, and are the most frequent 
direct users of data and a major source of 
information about the government for citizens, 
corporations and legislators. 


All three groups need information organized in a 
succinct overall picture of federal government finances. 
They need consistent information from various sources, 
for comparison, and they need it in a format which 
facilitates quick analysis. 


The study concluded that there was a need for an annual 
aggregate financial statement for each government. 
Among other things, it recommended that the 
statements consolidate all government activities, 
including recognition of physical assets and actuarial 
liabilities for employee pensions. 


Summary 
The main message on annual reporting is : 


e@ For Annual Reports: Remember the audience; the 
successful annual reporting process is a 
communication process. 


@ For government financial reporting: It comes down 
to annual public accounts with clearer entity 
definitions, consolidation, and presentation of 
relevant content in a form easily understood by 
legislators, government personnel, the media, 
analysts, corporations and the taxpayer. 


Executive Promotions 


In April 1992, Auditor General Denis Desautels announced four senior level appointments in the Office. Nancy Cheng 
and David Brittain were promoted from PX1 to PX2; Grant Wilson and Mark O’Connor were promoted to PX1. 


a 


“What I like best about the OAG is that I get a chance 
to make a difference. Every so often we get the 
opportunity to make some part of the government run 
better.” 


Nancy Cheng David Brittain 


“My time with the Office has been very rewarding. 
There has never been a shortage of challenges and 
opportunities, and I have been able to work with good 
people and many dedicated professionals. 


Looking ahead, new challenges and opportunities are 
taking shape. While departments and agencies are 
coping with the restraint climate, renewing corporate 
objectives and redefining services to the public, we are 
doing some soul-searching ourselves. On the one hand, 
we are looking for sharper focus and better ways to 
carry out our Mission — encourage accountability and 
improvements. On the other hand, we are striving to 
develop and motivate our people. “Total Quality 
Management” is one of many initiatives focussing on 
these issues. 


David joined the Office in 1978 after working with the 
Canadian Armed Forces and the Department of Supply 
and Services. Initially involved with the value for 
money (VFM) audit group, he worked on 
comprehensive audits of Defence, Fisheries and Oceans, 
Industry, Trade and Commerce, Supply and Services 
Canada, Coast Guard, Transport, and a 
government—wide audit of Materiel Management. In 
1985, he was seconded to the New Zealand Audit Office 
to help develop their VFM audit capability. Since his 
return, he has been responsible for the RCMP, 
Correctional Service Canada and the Canadian Security 
Intelligence Service. 


I think the next ten years will be exciting, as we support 
our new Auditor General as he strives to make a 
difference in government operations.” 


Nancy Cheng is currently the Principal in charge of the FS ee nee 


Revenue Canada, Customs and Excise team. She 
started with the Office in the Revenue Canada, Taxation 
team. In addition to the audit of Public Accounts, 
Nancy has worked on many value—for—money audits 
and participated in the Tax Expenditures Review. Prior 
to joining the Office, she was a computer audit manager 
with Clarkson Gordon. She has been a member of the 
Executive Committee of the Ottawa CA Association 
since 1988. 


Nancy is a Commerce graduate and an Ontario CA. 
She enjoys gardening, ballet, music and spending time 
with her family. 
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Grant R. Wilson 


“Having worked extensively throughout Canada, I am 
struck by the willingness of most people to work 
together for the achievement of something of value. In 
the Office, agreement of purpose, sharing and trust 
provide the means to address the significant changes we 
are going through. I am pleased to be part of the senior 
management team by using teamwork and commitment 
to provide the highest quality services possible.” 


Grant came to the Office in 1989 from Manitoba, where 
he was Deputy Minister of the Department of Crown 
Investments, responsible for the administration of 
provincial Crown corporations. Previously, he held 
positions with the Crown Corporations Directorate of 
the Treasury Board of Canada, the Finance and 
Accounting Group of the Bureau of Management 
Consulting Group and Revenue Canada — Taxation. 
Also, in the mid—seventies he worked for the Yukon 
Department of Finance in financial planning and 
management. Grant has an MBA and is a gold—medal 
CMA (British Columbia). 


Since joining the Office in the Crown Corporations 
Group, Grant has worked extensively on the 
development of guidance for special examinations and 
has assisted in carrying out a number of examinations. 
He has also contributed to two annual Report chapters 
relating to Crown corporation accountability — audit 
regime (1990) and performance reporting (1991). 
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Mark O’Connor 


“We are in the middle of a fascinating time to work in 
the Office, being part of the Information Technology 
revolution. The challenge is enormous. Technology is 
changing at a dizzy pace and the profession is beginning 
to understand how to best exploit it. Three major areas 
of focus in this change will be how to best understand 
and communicate our understanding of the audit entity’s 
systems (over $4 billion is spent each year by our 
clients on I.T); how to provide tools that allow us to 
collaborate as teams and to communicate with our 
clients; and how to make access to information as 
seamless as possible.” 


Mark began nearly fifteen years ago as an FI—-D (now 
called AU-S) on the Health and Welfare team, working 
on one of the first ever comprehensive audits in the 
Office. He continued with the team for three years, 
auditing the Canada Pension Plan, Old Age Security and 
Family Allowance and doing Public Accounts work. 
His interest in computer auditing was seeded during this 
time and resulted in his joining the Computer Audit 
Group. Except for a two-year assignment to the 
ADAPT project (where the electronic briefcase started), 
he has been working with teams on audit issues in 
technology and on the use of computer tools. For the 
Department of Supply and Services and Public 
Accounts teams he headed up the project to design, 
write and implement the Central Data Selection (CDS) 
system. Current responsibilities include leading the 
Computer Audit team providing an audit consulting 
service, which focusses on helping teams understand 
entity systems and plan the use of audit tools such as 
IDEA, AuditPro and IChart. 


Mark has a Bachelor of Commerce specializing in MIS 
and a CMA. He is part of two CICA Information 
Technology study groups and the IDEA steering 
committee. He is also project leader for the U.S. 
General Accounting Office’s pilot implementation of 
the OAG’s Audit Briefcase. 
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This July, Canadians celebrate 125 
years as a nation while the Office of 
the Auditor General of Canada 
marks 114 years of auditing for 
Parliament. 


It is fitting that we look at these 
events together. After all, part of 
the promise of Confederation was 
“Peace, Order, and good 
Government”. I think we can 
definitely associate the work of this 
Office with the third quality. 


Our Office is a small but integral 
part of the democratic process. We 
can be proud of how our work 
contributes to good government for 
Canadians. For that reason, I am 
glad that Opinions is taking the 
opportunity of Canada’s birthday to 
look at our own history. 


This special issue of Opinions also 
marks the inauguration of our new 
cover. We believe it distinguishes 
the magazine as truly Canadian in 
nature and content. 


Accountants sometimes describe 
financial statements as a 
“snapshot” of an organization. In 
that sense, this issue of Opinions is 
like a family album containing 
pictures of our 114~year history, in 
the form of articles, biographies 
and cartoons. Scattered throughout 
the issue too are historical 
photographs, which are specially 
marked. As another contribution to 
the birthday celebration, the library 
has organized a series of displays 
which illustrate the history of the 
Office. 


Anniversaries are important 
occasions. They give us the 
opportunity to pause and reflect on 
our past: to feel pride in what we 
have achieved, gratitude for what 
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Reflections 


Denis Desautels with Mr. Chief Justice Charles D. Gonthier, son of Canada’s fourth 
Auditor General. 


we have, and perhaps regret for 
what we may have missed. 


Looking back also gives us 
perspective on our current situation 
and helps us see where we may be 
headed. As you read the following 
articles about the history of the 
Auditor General’s Office, I hope 
you get a strong sense of our 
heritage and our direction. 


The issue begins with a brief 
biography of each of my 
predecessors. For better or for 
worse, the work of this Office is 
centred around that person. The 
personality and interests of each 
Auditor General have shaped the 
Office’s work and influenced its 
impact. This article gives a good 
sense of those who have filled this 
post and the issues they have faced. 


A discussion of the changing form 
of the Public Accounts shows the 
ongoing struggle to achieve 
accountability through various laws 
and administrative practices. This 
process began long before 
Confederation, when citizens of 
Upper and Lower Canada fought 
for control of the public purse. The 


story is a good reminder that 
accountability is not just a vague 
notion but is a real relationship 
between government and the 
people. 


The art of editorial cartooning is 
also older than Confederation. Its 
mix of humour and serious issues is 
found in a collection of cartoons 
that bring back memories of audit 
reports past. 


Crown-—owned corporations have 
played a significant role in our 
country’s history. An article about 
them shows how government has 
adapted this form of organization to 
meet new goals, and how we, as 
auditors, have had to respond. 


An article on audit technology 
gives a fascinating glimpse of how 
the day-to—day work of auditors 
has developed over the years. It 
describes how we have adapted 
technology to suit our needs (and 
how technology has made us adapt 
to it!). 


And finally, a review of our 
international activities shows how 
our duties continue to evolve in 
response to the world around us. 
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What strikes me on reading these 
articles is how consistent our goals 
have remained throughout the 
tremendous growth in our work. 


Government has changed 
enormously since 1867, and so has 
this Office. If we had not, we would 
quickly have become obsolete. 


The world around our Office is still 
changing. The public service is 
restructuring as it adjusts to the 
reality of reduced resources. 
Members of Parliament are looking 
at new areas of concern and have 
different information needs from 
those of the past. 


The Office of the Auditor General 
is working to meet these new needs. 
We are looking at our methodology, 
our organizational structure, our 
relationships with government and 
Parliament, and even how we 
report. All of these efforts are 
aimed at ensuring that we continue 
working towards better public 
administration and accountability. 


All of us — people, organizations 
and nations — are ambivalent about 
change: we seek it yet we often 
resist it. But a glance at the history 
of this Office reminds us that 
change is part of our tradition. And 
throughout our 114 years, 
accountability and good 
government have remained both our 
heritage and our goal.* 


L. Denis Desautels, FCA 
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A historic group — Former Deputy Auditor General George Long with (left to right) 
former Auditors General James J. Macdonell, Ken Dye and Maxwell Henderson 


Former Auditor General James J. Macdonell with Sonja Sinclair, author of Cordial 
But Not Cosy, and Mrs. Watson Sellar, widow of Canada’s fifth Auditor General 


A History of Public Accounting in 


Canada 


by Jeff Greenberg, Director, Federal Government 
Reporting and Public Accounts, and Leslie Goddard, 
Editor, Opinions 


Introduction 


Norman Ward, in his book The Public Purse: a Study 
in Canadian Democracy, suggests that for a system of 
governance to embody the basic principles of 
parliamentary financial responsibility, two conditions 
must be satisfied: there must be a representative 
assembly; and there must be a report to the assembly on 
the financial operations of the government. 


By the late 18th century both of these conditions existed 
in British North America. With the granting by the 
British Parliament of assemblies to Nova Scotia in 
1758, Prince Edward Island in 1773, and New 
Brunswick in 1784, and with the passing in 1791 of the 
Constitution Act which established Upper Canada and 
Lower Canada, each with its own government, the first 
condition was established. The second was met in 1792 
when Jonathan Winslow, the Receiver General in Upper 
Canada prepared the first summary statement of 
accounts. It is interesting to note that the Estimates for 
that period were tabled at the same time as the 
statement of accounts, well after the year end. 


For the most part, the history of accounting for the 
expenditure of public funds in Canada is sketchy before 
1840. In 1796 the post of Inspector General of Public 
Accounts was established, with the function of 
recording all revenues, and of ensuring that no 
deduction was made without legal authority, that all 
payments were supported by appropriate 
documentation, that the Inspector General himself 
signed all warrants authorizing public payments, and 
that he examined and signed all accounts laid before the 
executive council or assembly. Thus were embodied in 
one person today’s Minister of Finance, Comptroller 
General, Auditor General and Receiver General. 


The establishment of an assembly in British North 
America marked the beginning of a long-lasting dispute 


between the assembly and the government executive for | 


control of the public purse in every province. The 
executive (the Crown) controlled the revenues, while 
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the assembly insisted that only it had the power to 
authorize expenditures. 


This clash over finances came to a head in both Upper 
and Lower Canada in the early 1800s, when the 
executive branch in each province found that its Crown 
revenues were insufficient for its needs, and had to 
appeal to its respective assembly for additional 
revenues. A series of squabbles over control of the 
public purse ensued. The assemblies ultimately 
emerged victorious when in 1831 revenues formerly 
accruing to the Crown were put under their control. 


Conflict continued over how the assembly exercised 
control over these revenues. In 1835 William Lyon 
Mackenzie wrote, as Chairman of the Select Committee 
of the Assembly on Grievances, ‘““The House of 
Assembly ... cannot examine the accounts ... owing tc 
the very complex, obscure and unsatisfactory manner in 
which they are furnished; and as for the Executive 
Council, the law recognizes them not as auditors of the 
revenue, nor do they merit the public confidence as a 
board of audit... 


The remedy would be a Board of Audit, the proceedings 
of which to be regulated by a well considered statute 
under a responsible government; such a Board might 
save the country many thousands a year...” 


This early Canadian experience demonstrated the desire 
of legislatures to have control over the public purse and 
to have a strong, independent Auditor General. The 
basic principles of control over supply and audit would 
be established as a countervailing power to the governor 
and his council. 


Lord Durham's Report 


In 1837 Louis Joseph Papineau led a rebellion in Lower 
Canada, with the goal of establishing a French republic 
on the St. Lawrence River, and William Lyon 
Mackenzie led a revolt in Upper Canada against the 
ruling officialdom. Control of public revenue and 
expenditure was a major issue in both disputes. The 
Earl of Durham was sent in 1838 to govern Canada and 
to determine the state of affairs in British North 
America. His attitude towards the rebels was one of 
leniency, for which he was censured at home. He 
resigned after spending only five months in Canada, but 
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his Report resulted in the Act of Union of 1840, by 
which Upper and Lower Canada were united into one 
province. Lord Durham’s Report also recommended the 
creation of a consolidated revenue fund, consisting of 
the revenues formerly at the disposal of the two 
Canadas. 


As well, it recommended that all appropriation bills, 
and bills imposing new taxes, were to originate in the 
assembly, not in the executive council, and no such bill 
was to originate without a recommendation from the 
governor to the assembly. 


1840 - 1867 


Responsible government requires that departments be 
organized so as to allow ministers to exercise a control 
for which they can be held responsible by reporting to 
the legislature; that the government’s needs for each 
ensuing year can be systematically estimated; that there 
be a central authority to issue public money in payment 
for departmental activities and to thoroughly audit 
expenditures; and that the public accounts be 
intelligible to Members of Parliament. In the united 
province of Canada, with the appointment of a 
Governor General to carry out the intentions of Lord 
Durham’s Report, all of these requirements were, in one 
way or another, well established by 1867. 


In 1841 and 1842 the assembly established select 
committees to consider the Estimates and related 
matters. A committee on Public Accounts emerged in 
1843, and was given the accounts for 1841 to 1843 to 
study, and instructed to determine the true state of the 
province’s income and expenses. 


In 1849 an act was passed requiring the Public Accounts 
to be kept using a double-entry bookkeeping system. 

In 1851 a separately bound Public Accounts was 
published, and by the next year the double-entry system 
had evolved to the point where the 1852 accounts 
contained a separate balance sheet known as the 
“Statement of Affairs of the Province of Canada.” By 
1855 this statement had become the first table in the 
Accounts. 


In 1853 the committee on Public Accounts was given 
permanent status and officially named the Standing 
Committee on Public Accounts. It sought, and 
published, large amounts of information about public 
income and expenditure, the management of the 
requisite funds, and the subsequent accounting for those 
funds. William Lyon Mackenzie, the former rebel, was 
chosen as the Committee’s Chairman in 1854, thus 
beginning a tradition that became official much later — 
appointing a member of the Opposition as Chair. 


The Committee began its activities with an examination 
of the aftermath of a fire that had recently destroyed the 
Parliament Buildings in Quebec. Its task was to inquire 
into ‘the safety of the Provincial Accounts and 
Records, as regards danger from fire, and relative to the 
Audit or Inspection of Accounts by the Inspector 
General”. Having concluded that such records were 
inadequately protected from fire, the Committee went 
on to look at how public money was being protected 
from dangers other than fire. The results were 
intriguing: the Post Office Department, established in 
April 1851, had never sent any of its accounts to the 
Inspector General for audit or examination; and the 
Receiver General’s bookkeeper had never once 
balanced, or been required to balance, his books, in 
more than five years. 


The Committee concluded that the assembly’s 
confidence that control over the raising, spending and 
accounting for public funds could safely be left to a 
responsible executive, had been misplaced. 


Though the Committee of 1854-55 did challenge 
existing practices and lay down principles, it did not 
produce any draft legislation to correct the abuses it had 
uncovered. However, the first modern piece of 
financial legislation in Canadian affairs, the Audit Act 
of 1855, did arise out of its deliberations. The Act was 
an important step towards financial control by the 
legislature. Its objectives were simple: to provide a 
more centralized audit, a comprehensive system of 
public accounts, and a more centralized control of 
expenditures. 


A Board of Audit, composed of three civil servants with 
specified duties, was set up to facilitate parliamentary 
control of finance. The Deputy Inspector General was 
to be responsible for keeping the Public Accounts and 
auditing certain departments’ expenditures. The 
Commissioner of Customs was to check and examine 
customs and excise returns. The Auditor was to 
examine and audit other departments and all institutions 
supported by public funds. 


However, the audit was to remain, as before, an 
executive function, and there was no provision for 
regular reports to the legislature. Also, the major 
departments which collected revenues were still allowed 
to spend them with few restraints, transferring only net 
receipts to the consolidated revenue fund. As historian 
Herbert Ball stated in John Langton and the Canadian 
Audit Office, the financial system of 1855 “was built on 
the quicksands of departmental responsibility”. 


John Langton, the man chosen to be the first Auditor 
under the new legislation, was a man of extraordinary 
ability and integrity. Though not truly independent of 
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the executive he interpreted his duties largely, to include 
not only an audit of expenditures after they were made 
but also an examination of proposed expenditures. In 
this regard he and William Lyon Mackenzie, as 
Chairman of the Public Accounts Committee (PAC), 
considered that it was inappropriate for government 
departments to spend money without prior legislative 
approval. This issue, combined with the 
incomprehensiveness of the Public Accounts, led to a 
Royal Commission in 1862 — the first of many 
commissions on financial management. 


John Langton 
was chosen as 
Canada’s first 
Auditor. He 
was a man of 
extraordinary 
ability and 
integrity. 


The main result of the Commission was the Audit Act 
of 1864, which amended the Audit Act of 1855. 


This new Act enlarged the Board of Audit from three to 
seven members, thus freeing it from the domination of 
the three civil servants most concerned with finance. 
The chairmanship was transferred from the Deputy 
Inspector General to the Auditor; final audit for all 
departments was also given to the Auditor. His powers 
were further expanded when he was allowed to report 
unauthorized expenditures to the Minister of Finance. 


The Board of Audit was also given the power to 
determine the method of bookkeeping and was to 
prepare the annual volume of Public Accounts for 
presentation to the assembly by the Minister of Finance. 
Finally, the Estimates for every fiscal year were to be 
submitted before expenditures were made. Thus, by 
1864, the system for ensuring parliamentary supremacy 
was almost complete. 


Confederation: 1867 


One of the first pieces of legislation introduced in the 
new Canadian Parliament was an act “respecting the 
collection and management of the revenue, the auditing 
of public accounts, and the liability of public 
accountants”. The statute re-enacted the Canadian 
Audit Act of 1855 as amended in 1864, with some 
notable differences. The Auditor was to continue to 
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exercise his general contro] over the issue of public 
money, and the subsequent audit of accounts; a Board of 
Audit, now expanded from seven to nine members, was 
to assist him. For the first time, the Auditor was 
empowered to report to Parliament on cases where he 
believed expenditures had been made without authority; 
but the Auditor and the Board remained subject to the 
Minister of Finance. With respect to the Auditor’s 
authority to pre—approve expenditures, the Act provided 
for appeals against the Auditor’s decisions and for their 
overruling by a member of the Cabinet. 


The Accounts for the first full year of governmental 
operations after Confederation were laid before 
Parliament on 10 May 1869. They were accompanied 
by a report from Langton that evidenced the difficulties 
of transferring responsibilities from one jurisdiction to 
another and of constructing a coherent national system 
of accounts where various provincial systems had 
existed before. 


While the British North America Act of 1867, now 
called the Constitution Act, also established a 
consolidated revenue fund, it was the Consolidated 
Revenue Act of 1868 that specified that a statement of 
the Fund be included in the Public Accounts. As well, 
it was the first legislation to set the form and content of 
the Accounts. The Act also put into force the concept 
of negative reporting, for example, calling to the 
attention of Parliament any cheques issued without the 
Auditor’s authority. 


The Office of the Auditor General: 
1878 


The influence of Parliament on executive expenditure 
became stronger in 1878, with the establishment of the 
Office of the Auditor General. This official was a 
potential ally for the House of Commons and the PAC, 
and his annual Report opened up new possibilities for 
any curious M.P. 


The Audit Act of 1878 called for an Auditor General 
who would be an independent officer of Parliament. It 
abolished the Department of the Receiver General as a 
separate entity and incorporated it within the 
Department of Finance. It stated that the Public 
Accounts of Canada were to be kept by the Minister of 
Finance, using a double-entry bookkeeping system. 
The Accounts were to contain information exhibiting: 
the state of the public debt and the amounts chargeable 
against each of the public works for which any part of 
the debt had been contracted; the state of the 
Consolidated Revenue Fund and other trusts and special 
funds; and other accounts and matters as were required 
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to show what the liabilities and assets really were at the 
date of the statement. 


Basically the Act had one end: a centralized control of 
all public moneys coming in and going out, with a strict 
audit which was to be reported on to the House of 
Commons, whose members had an opportunity every 
year to examine next year’s Estimates and last year’s 
Accounts. The Auditor General was given power to 
pre—audit and post—audit accounts; that is, he was not 
only an auditor, but controller of the issue of public 
money. 


The 1880s to 1940s 


The period from 1878 to 1930 is best characterized as 
an era of virtual departmental independence of central 
control, despite legislation to the contrary. The Audit 
Office failed to hold its own between 1911 and 1921, 
and the Public Accounts Committee also faded into the 
background. The executive, however, emerged 
stronger. It was observed by M. P. Rodolphe Lemieux 
in the House of Commons in 1919 that during 

World War I “‘the government had a practically free 
hand in spending...”; and the effective fiscal control that 
had existed during and after the war was executive, not 
parliamentary. The executive’s power was reduced by 
the end of the war and by the end of the accompanying 
emergency legislation, but it entered the post-war era 
having experienced several years of freedom. The 
Audit Office and the PAC embarked on the 1920s on the 
downgrade. 


During that decade there was growing agreement in the 
House of Commons, the Audit Office and the executive 
that change was necessary. There was also general 
accord on two issues: there should be a standardized 
accounting system applicable to all departments; and 
there should be a system of more accurately estimating 
the amount each department should request of 
Parliament annually, so that both over—estimating and 
over—expenditure could be avoided. The question was 
how these changes would be implemented. 


In 1930, when R. B. Bennett became Prime Minister 
and retained the post of Minister of Finance, he 
complained in Parliament that Canada’s accounts were 
being maintained in such a way that he could not 
“ascertain” what the government’s financial position 
was. This unsatisfactory situation led, in 1931, to the 
new Consolidated Revenue and Audit Act, which 
virtually scrapped the existing process of accounting 
and auditing, substituting a highly centralized control 
based in the Department of Finance, and a new 
definition of the Audit Office. 


A new Office, the Comptroller of the Treasury, was 
created. The Comptroller was responsible to the 
Minister of Finance. Accounting officers and their 
staffs were put under his direction and control so that 
accounting services were centralized under him. No 
department or branch could issue cheques without the 
Comptroller’s certificate; this took away from 
departments their independence of central control. The 
Comptroller’s role was to ensure that moneys voted by 
Parliament were used for the purpose intended and that 
no amount for a specific purpose was exceeded. Thus 
the power of individual departments was greatly 
reduced. 


The Auditor General’s duties were changed by the Act 
of 1931. First, his power as comptroller was removed 
and he ceased to be a controller of the issue of public 
money. Second, he was stripped of all power to prevent 
what he might regard as improper expenditure; in other 
words, he could only audit and report on his findings. 
Third, the area of his audit was expanded, for after 1931 
he required no fiat from the Minister of Finance to 
investigate various accounts set aside from the main 
body of Public Accounts; all financial statements in the 
Public Accounts became his domain. Nevertheless, the 
statutory powers of the Audit Office were dramatically 
reduced in 1931, partly because the Office had not yet 
recovered from the tarnished reputation it earned during 
the 1920s, and partly because, over time, new theories 
had evolved about what powers were appropriate as 
assigned to auditors. 


1940-46 


There had been little change to the form and content of 
the Public Accounts up to 1920. The thirty-first of 
March was made the end of the fiscal year, and in 1911 
a new statement had been introduced, called the Cash 
Account; this was the forerunner of today’s Statement 
of Transactions. 


However, a major change in reporting began when 
Watson Sellar was appointed Auditor General in 1940. 
Under his predecessors, culminating with Georges 
Gonthier, the Reports of the Auditor General had been 
large volumes or sets of volumes, containing all the 
Public Accounts along with the Auditor General’s 
comments and correspondence with departments. In the 
early war years the Report shrank to a slim pamphlet. 


This was on the initiative of Watson Sellar who, as the 
first step in restoring prestige to his office, appraised its 
workings and concluded that changes in certain 
practices, including the form of his annual Report to the 
House of Commons, were desirable. All of his 
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proposed changes were aimed at facilitating 
parliamentary control. 


First, officers of the Audit Office would be posted 
throughout the public service, so that the Office no 
longer had to wait to be sent the necessary documents 
before it could do its job. 


Second, the Public Accounts would be produced by the 
Comptroller of the Treasury, thus eliminating the 
unnecessary duplication of figures by both the Auditor 
General’s Report and the Department of Finance’s 
Public Accounts. 


Last, the new Auditor General’s Report would consist of 
his comments on, and criticisms of, financial 
transactions. 


Thus in 1943 the Auditor General’s (AG) report on the 
summary financial statement and the Public Accounts 
were rationalized into one four—part document: an 
Introduction containing an analysis of financial 
transactions; Part I, containing a balance sheet and other 
statements audited and certified by the AG; Part II, 
containing summarized statements of revenue, 
expenditure and appropriations certified by the AG, and 
details of departmental transactions; and Part III, 
containing the Auditor General’s Report. The 1943 
Public Accounts also featured, for the first time, a 
balance sheet comparing data from two years. 


At the end of World War II, the federal government 
found itself with a substantially larger role than when 
the war began. The House of Commons also emerged in 
a strengthened position. With a vigorous Auditor 
General to support it, whose reports continued to show 
up flaws in executive control, and with a new attitude 
towards the government’s capacity to raise and spend 
apparently unlimited sums of public money, the House 
gained ground in the battle for real financial control. 


Financial Administration Act: 1951 


The arousal of interest in public spending that 
characterized the war years had the result of eventually 
showing up the weaknesses in the Canadian 
Parliament’s scrutiny of finance. The necessity for 
improvements in parliamentary auditing and 
administrative machinery resulted in a major statute, the 
Financial Administration Act (FAA) of 1951. It not 
only replaced the Consolidated Revenue and Audit Act 
of 1931, but also consolidated all pertinent practices 
into a concise legal description of the structure and 
functions of the institutions connected with financial 
policy, public accounting and auditing. It drew clearer 
lines among the functions of the Audit Office, the 
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Treasury Board, the Comptroller of the Treasury and the 
Governor in Council. 


The main characteristic of the Financial Administration 
Act was that it carried out still further the process of 
centralizing the executive control of finance that began 
in 1931. It removed from the Auditor General the 
remnants of responsibility for auditing expenditures 
before they were made, and enlarged the powers of both 
the Comptroller of the Treasury and the Treasury Board. 
By its specific separation of functions and their 
allocation to particular entities, the FAA of 1951 not 
only made statutory a system of financial control but 
also greatly facilitated parliamentary overseeing of it. 


Developments Up Until Today 


On 19 April 1961, in its second report, the Public 
Accounts Committee proposed to the House of 
Commons, which concurred, a new form and content 
for the Public Accounts. Essentially it recommended 
that Volume I be divided into two volumes; the first 
would contain summary reports and financial 
statements, while the second would contain details of 
expenditures and revenues. 


In 1964, a summary statement of accounts on a national 
basis was the first formal recognition that there are 
other users of the Public Accounts besides Parliament 
and those directly involved in their production. By 
1965 information about the costs of education leave was 
added to the Accounts, along with statements on 
accounts receivable and summary statements on 
expenditures and receivables. 


The 1960s also marked the beginning of a change in the 
tone of the relationship that Watson Sellar had 
established between the Auditor General and the 
government. This relationship, under the new Auditor 
General, Maxwell Henderson, took on an especially 
adversarial aspect. The Trudeau government thought 
that Henderson was overstepping the boundaries of his 
mandate in the areas of value for expenditure; the 
Auditor General believed he was merely doing his duty. 
By 1970, the government was eager to draft legislation 
defining exactly what the Auditor General could and 
could not do. 


This suited Henderson very well. He himself had 
drafted an act in 1967 in response to a request from the 
Public Accounts Committee; he had attached his draft 
to his annual Report in March 1970 after waiting in vain 
for government reaction to it. 


The government’s own draft of the legislation, Bill 
C-190, was introduced in the House of Commons in 
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November 1970. Perceived as an attempt to ‘“‘eviscerate 
the Auditor General”, it aroused sufficient public 
indignation for a prudent government to let the bill die. 


In 1971 one of Maxwell Henderson’s goals was 
achieved when the government announced that the 
Public Accounts of Canada would be speeded up and 
tabled within six months of the end of the fiscal year. 


In 1975 the report of the Study of the Accounts of 
Canada (undertaken by a special Interdepartmental 
Committee for the Treasury Board) made 41 
recommendations after examining government—wide 
accounting and financial control issues. Several 
recommendations required legislative action and most 
raised fundamental questions as to the principles of 
accounting which should be followed in government. 
The report also proposed changes to the summary 
financial statements of Canada. This Study was the first 
major reassessment of the accounting practices of the 
federal government since the 1920s. 


Two further studies goaded the government toward 
increased accountability. In 1973 the new Auditor 
General, James J. Macdonell, announced the formation 
of an independent committee to review all aspects of 
the functions of his Office. After a 17—month study, the 
Committee, under the chairmanship of J.R.M. Wilson, 
tabled its report on 14 April 1975. It made 47 
recommendations. 


The Public Accounts of 1976 represented a first step 
toward implementing the recommendations of the 
Wilson Committee concerning the responsibility of the 
Auditor General in relation to the government’s 
financial statements. That Committee had 
recommended that the Auditor General should set out 
any reservations he might have, and that in reporting the 
financial statements of Canada he should express his 
opinion as to whether the information was presented 
fairly and in accordance with stated accounting policies, 
and on a basis consistent with that of the preceding year. 
In 1976, therefore, the Auditor General’s observations 
were incorporated in the Public Accounts; they were 
also included in his annual Report. 


In 1976 the Auditor General made a statement to the 
House of Commons: “I am deeply concerned that 
Parliament — and indeed the Government — has lost or is 
close to losing effective control of the public purse”. 
This opinion, the strongest indictment and warning ever 
spoken by a Canadian Auditor General, spurred the 
government to action. A second influential study, the 
Royal Commission on Financial Management and 
Accountability, under the chairmanship of Allen T. 
Lambert, was established. It published a devastating 
report in March 1979: ‘... we have reached the ... 


conviction that the serious malaise pervading the 
management of government stems from a grave 
weakening, and in some cases, an almost total 
breakdown in the chain of accountability ...”. The 
report continued, “‘... we are convinced that without 
sound management and a greater measure of 
accountability for results, the Government will fail in its 
efforts to restore stability and order ... and to renew 
public confidence that the public purse is under 
control”. 


The Auditor General Act: 1977 


The Honourable Robert Andras and Auditor General James J. Mac- 
donell celebrate the new Auditor General Act. 


In 1977 the recommendations of the Wilson Committee 
were translated into a new enlarged mandate through 
the Auditor General Act, in which Parliament at last 
defined the Auditor General’s role and responsibilities. 
Statutes were updated to correspond with the enormous 
changes that had taken place over the years in 
government operations, management, accounting and 
auditing practices. 


The Auditor General Act of 1977 embodied in the 
statutes of Canada both the independence of the Office 
of the Auditor General and the scope of the audit that he 
would perform. This mandate was broadened 
substantially from that contained in the Financial 
Administration Act. His right of access to information 
was also widened and he was given new powers with 
respect to Crown corporations. 


Also in 1977, the Honourable Robert Andras, President 
of the Treasury Board, announced the establishment of 
the new position of Comptroller General of Canada. 
This was in response to an earlier recommendation of 
Macdonell’s. 


In August 1979 Macdonell levelled further criticism at 
the government’s lack of accountability: ‘“The 
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Estimates in their present form are worse than 
inadequate — they are positively misleading. The Public 
Accounts are little, if any, better”. He continued, 
“When it is realized that these two sets of documents 
are the principal tools by which the Government can be 
held responsible to Parliament for how it spends the 
taxpayer’s money, it is little wonder that the Lambert 
Commission had scathing things to say about the system 
of information and accountability ... elected 
representatives are no longer in control of the public 
purses... 


In early November of 1981, the Public Accounts 
Committee (PAC) considered the issue of Estimates 
reform. M.P.s stated that they were concerned about the 
accuracy and consistency of the information. 


In December 1981 the PAC met to consider new 
Auditor General Kenneth Dye’s annual Report. At that 
time, Dye expressed his major concern: the lack of 
generally accepted accounting principles for the 
government. He also suggested that the differences of 
opinion between the Office and the government about 
what should be audited stemmed from the fact that 
government financial reporting objectives had not been 
clarified, and that generally accepted accounting 
principles had not been developed. The PAC remarked 
that these differences between the Office of the Auditor 
General and the government should not continue year 
after year, and that they were surprised that a definitive 
legal opinion had not been obtained to resolve such 
difficulties. One member compared the situation to that 
of a business continuing to follow a policy against the 
advice of its auditor; such a business would have 
difficulty maintaining the confidence of its 
shareholders. 


Dye stated that if the government would take measures 
to resolve the problems he had identified, his 
reservations would not have to appear in the Public 
Accounts again. Comptroller General Harry Rogers 
responded that he expected to see similar reservations in 
the Auditor General’s Opinions the next year. 
Unfortunately, Mr. Rogers’ prophecy lasted not only for | 
the next year, but for almost every subsequent yearto 
the present. 


Conclusion 


Since the independent Audit Office was established in 

1878, each Auditor General has considered that his duty 
to Parliament was not merely to satisfy himself that the | 
expenditures of public money had been duly authorized | 


by Parliament. Each felt that his responsibility went far | 
beyond certifying the legality of expenditures. 
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Gradually over the course of 100 years, and then 
dramatically in 1977, the emphasis changed from the 
prevention of fraud and assurance of probity to the more 
complex task of providing Parliament with the 
information it must have about government 
management, if it is to exercise effective oversight and 
to retain control of the public purse. 


Over the years a clear concept of the Office as an 
instrument of Parliament has evolved — a concept that 
flowered in the Auditor General Act of 1977, which 
greatly broadened the audit scope. The Office of the 
Auditor General of Canada has played a key role in 
increasing the emphasis on the accountability of the 
government to the people it represents, and whose 
money it spends.* 


The senior staff of the Office in 1930. Auditor General Georges 
Gonthier is seated front row centre. 


Did you know... 


The Office, although established in 1878, did not have its first 
complete fiscal year until 1879-80. In its first fiscal year the 
Office (statistics in brackets are for 1991-92): 


e@ had 16 employees, including the Auditor General (641); 


@ had an average salary and benefits package of $1,060 
($66,000); 

e@ had audit and administration travel costs of $234.22 ($2.3 
million); and 

® could only appoint staff or give them a salary increase by 
Order—in—Council (Separate employer, can appoint own 
staff) 


Furthermore... 


@ How many times have you heard that the annual Report is 
just too much to digest? Be glad you didn’t have to swallow 
the 1923 annual Report. It was 3,372 pages. 


@  Dotimes change? In 1896 the Office reported expenditures 
of $4.59 for the purchase of red tape...ever wonder what it 
costs us these days? 


@ Should our methodology consider turning back the clock? 
In 1897 the Office spent $1.20 for a half dozen whistles. 
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CEO 


The Auditors General of Canada 
1878 - 1992 


John Lorn McDougall John Fraser 


Georges Gonthier, CA R. Watson Sellar, CA A. Maxwell Henderson, FCA 


Kenneth M. Dye, FCA L. Denis Desautels, FCA 


CEO 


James J. Macdonell, FCA 
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On Friday 10 May 1878, the Earl of 
Dufferin, third Governor General of 
Canada, signed an act in Her 
Majesty’s name, thus giving Royal 
Assent to an Act to provide for the 
Better Auditing of the Public 
Accounts. In this way Parliament 
created the position and defined the 
duties of the first Auditor General 
of Canada. 


Prior to this, from 1855 to 1878, 
John Langton had served in a dual 
role as Deputy Minister of Finance 
and Auditor. He retired when 
Canada’s first Auditor General took 
office on 1 August 1878. 


This year, in commemoration of 
Canada’s 125th birthday, it seems 
appropriate to provide a brief 
history of the careers of Canada’s 
Auditors General. This article is 
largely based on one that appeared 
in AG magazine on the occasion of 
the centennial of the Office in 1978. 
The information borrowed from 
Norman Ward’s The Public Purse 
has been expanded to include the 
three most recent Auditors General. 


John Lorn McDougall was hardly a 
promising appointee. A lumber 
merchant from Renfrew County, 
Ontario, and former Liberal 
member of both the Legislative 
Assembly of Ontario and the House 
of Commons, he was described as 
‘a zealous man not overly endowed 
with tact’. 


In his role as both auditor and 
controller of the issue of public 
money, he began a persistent 
campaign to establish the form in 
which the estimates should be 


fondly 


presented and to create a system by 
which an audit could be made. He 
was frequently prompted to write 
forthright and highly indignant 
letters to departments as he 
interpreted his own powers in the 
broadest sense. 


“Since I am the only examiner of 
the whole expenditure of the 
Dominion”, he informed a restless 
Deputy Minister of the Interior in 
1884, ‘‘it seems rational to suppose 
that I am not far over—stepping the 
bounds of my duty when indicating 
methods of economy suggested by 
the wider range of my experience.” 


In his “tempestuous 
quarter-century as Auditor 
General... he laid the foundation of 
a thorough system of audit... and 
developed a superlative method of 
reporting in detail to the House of 
Commons.” In 1888, at the time of 
a Salary increase, Sir Charles 
Tupper described him as having 
“discharged his duties in such a 
way as to win the confidence and 
hearty approval of every member of 
the government”. Unfortunately, by 
his third decade in office, 
“McDougall took to laying about 
among the departments and the 
accounts with so heavy a hand that 
by 1905, he had worked himself 
into a position from which the only 
honourable retreat was through 
resignation”. He duly retired from 
the Audit Office at the end of the 
1905 session of Parliament. 


John Fraser was a career civil 
servant and formerly Chief Clerk 
and Dominion Bookkeeper in the 
Department of Finance. “‘Whereas 
McDougall considered himself 
allied with House of Commons, 
Fraser had been an official in the 
executive branch of the government 


and got along fairly well with the 
departments generally. He was 
satisfied with the accounting 
systems in most departments, made 
fewer demands on them than 
McDougall had, and those he 
framed differently.” He was 
anxious to reduce the size of his 
annual Report, which now 
exceeded two thousand four 
hundred pages, and began to 
summarize some payrolls instead of 
listing each employee by name and 
to print less of his correspondence 
with the various departments. He 
was not by any means a bad auditor 
insofar as the routine of the Office 
went, but he was no McDougall, 
and his quiet approach stirred fewer 
controversies. ‘‘Yet in fairness to 
Fraser.. he regularly drew the 
attention of Parliament to evasions 
of the law as he understood it... and 
almost as regularly was ignored.” 
His position as an independent 
officer of Parliament became 
increasingly indistinct towards the 
end of his career. 


When Fraser died in 1919 after a 
lingering illness, he was succeeded 
by Edward Sutherland, his Assistant 
Auditor General. Sutherland had 
transferred from the Receiver 
General’s Office to the Auditor 
General’s Office upon its formation 
on 1 August 1878 and had worked 
his way up through the various 
grades. He had been gazetted to the 
43rd Regiment as Lieutenant in 
1889, becoming a Major by 1902 
and a member of the Imperial 
Service Order in 1906. Only a year 
younger than Fraser, he was forced 
to go on sick leave after only three 
years in Office, having had little 
time to create a distinct style. The 
highly personal system which 
McDougall had introduced, which 
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worked well when government was 
simple and total expenditures small, 
was not adaptable to the incredible 
growth of government and its 
expenditures during the war years. 


Georges Gonthier, CA 
Auditor General 
1924-1939 


For the first time, the government 
appointed an accountant from the 
private sector, the Founder and first 
President of the Institute of 
Accountants and Auditors of the 
Province of Quebec. 


It was largely through his efforts 
that a law was passed through the 
Dominion Parliament in 1904, 
making compulsory the keeping of 
regular books of accounts by all 
persons engaged in business. “His 
first act, after having his chief 
subordinates report to him in detail 
on their staffs and the audit, was to 
survey the Consolidated Revenue 
and Audit Act and its application. 
He found neither the staff nor the 
audit satisfactory, nor was the act 
being adequately observed.” He 
persuaded the Civil Service 
Commission to provide special 
examinations for entry to the Audit 
Office. For the next seven years, 
Gonthier’s well-documented 
reports insisted on the need for 
improvement and standardization of 
the departmental auditing and 
accounting systems. It was not 
until 1931 that the Consolidated 
Revenue and Audit Act was passed, 
which virtually scrapped the 
existing system of accounting and 
auditing and substituted for it a 
highly centralized control, based in 
the Department of Finance. The 
Auditor General could now only 
audit and report on his findings. 
The Treasury Board became the 
judge of what Parliament intended 
and frequently overruled Gonthier’s 
objections in cases involving, more 
particularly, the principle of 
Parliamentary control over moneys 
voted. 


Robert Warsow sel a4 


Auditor General 
1940-1959 


One of the proponents of Treasury 
Board’s interpretation of what 
constituted adequate Parliamentary 
control during Gonthier’s term was 
the public servant who was to 
succeed him. A lawyer by training, 
Watson Sellar was a printer with his 
father and later his brother in 
Huntingdon, Quebec, until he 
became Private Secretary to the 
Minister of Finance in 1924. He 
was one of the authors of the 1931 
Consolidated Revenue and Audit 
Act and spent several years as 
Comptroller of the Treasury. Upon 
becoming Auditor General, he 
immediately began both to 
streamline the practices of the 
Audit Office and to whittle down 
the annual Report to a slim 
pamphlet. He eliminated the 
unnecessary duplication of figures 
in the Report which now appeared 
in the Public Accounts and 
transferred the responsibility for the 
preparation of expenditure details 
and the staff involved to the 
Comptroller of the Treasury. “‘The 
entire operation comprises one of 
the few known cases where a public 
servant has given away both work 
and staff at his own suggestion.” 


Sellar also remained keenly aware 
of the shortcomings of the 1931 Act 
and had kept a working draft of a 
revision of it on his desk ever since 
he had first helped to write it. The 
1951 Financial Administration Act 
removed from the Auditor General 
the remnants of responsibility for 
auditing expenditures before they 
were made, mainly as a result of 
repeated reminders by Sellar, and 
empowered the Auditor General to 
ascertain whether “essential records 
are maintained and the rules and 
procedures applied are sufficient to 
safeguard and control public 
property”. 


Following on the work of his 
predecessor, Sellar published in 
1954 the Audit Office Guide which 
formally introduced into audit field 
work the concern for what he 
termed nugatory payments — “‘a 
payment involving an immediate or 
formal loss, that is the payment of 
money in return for which no 
service is rendered”’. 


It was during this period that the 
Public Accounts Committee began 
to meet every year to examine and 
comment on the Report of the 
Auditor General. “Some of the 
credit for this activity belongs to 
the Auditor General, for Sellar 
turned out to be not merely a frank 
and outspoken witness, with an 
encyclopaedic knowledge of the 
law and the accounts, but an 
entertaining one besides.” 


Andrew Maxwell 
Henderson, FCA | 
Auditor General © 
1960-1973 


Maxwell Henderson, a chartered 
accountant, had led an active and 
distinguished professional life — 
both in industry and government — 
before his appointment. He had 
many new ideas about the work of 
the Audit Office, based largely on 
his experience in private business. 
The most striking of these was his 
view that the Auditor General 
should be completely free of the 
central controls exercised over the 
organization of his Office, his staff 
and their salary classifications. 
During his time, the Institutes of 
Chartered Accountants of Ontario 
and Quebec extended to the OAG 
the right to article and train 
students—in—accounts. 


He began the development of a 
computer auditing capability and 
during his term the Audit Office 
obtained a number of large, 
international assignments including 
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nomination in 1966-67 to the 
Board of Auditors of the United 
Nations. 


Always controversial, Henderson 
was quoted in the April 1973 
CAmagazine: “‘The Auditor 
General will know if he is doing his 
job efficiently if he finds himself 
loved by the Parliamentary 
Opposition of the day, and just as 
thoroughly disliked by the 
Government”. It was during his 
years as Auditor General that the 
Audit Office became front page 
news. On his retirement in 1973 
Henderson and the Office were 
known to millions of Canadians. 


When Macdonell’s appointment 
was announced, some media 
commentators suggested that the 
Trudeau government had found a 
““pussycat” to succeed Maxwell 
Henderson, who had given them so 
much trouble. Their suspicions 
may have been strengthened when 
Macdonell quickly established the 
Wilson Committee to look into the 
role and responsibilities of the 
Office. 


But it was not long before the 
former Montreal management 
consultant proved that he was really 
a tiger. Perhaps the most 
momentous words ever uttered by a 
Canadian Auditor General came in 
1976 when Macdonell warned that 
“Parliament — and indeed the 
Government— has lost, or is close 
to losing, effective control of the 
public purse”. That statement in 
his annual Report led to a series of 
reforms in the federal public 
administration which are still being 
felt. He was not reluctant to tell 
politicians that they had just as 
much responsibility for being 
careful with taxpayers’ dollars as 
did public servants. 


Macdonell re-energized the staff at 
the OAG by bringing in scores of 
accounting and auditing 
professionals on Interchange 
Canada contracts. Many were so 
impressed by what they saw of 
Macdonell and the Office that they 
stayed on. Among other 
achievements during his seven—year 
tenure was the creation of the 
Office of the Comptroller General 
of Canada. 


But Macdonell’s most lasting 
memorial is the Auditor General 
Act of 1977 which enshrined 
value-for-money auditing in the 
statute books. After his retirement 
in 1980 Macdonell became 
Chairman of the Canadian 
Comprehensive Auditing 
Foundation which he had worked 
tirelessly to establish. He worked 
there until his death in 1983. 


When Dye was appointed he said 
that he did not know any politicians 
or public servants. By the end of 
his term not only had he rectified 
that shortcoming, but he himself 
had become a household word in 
Canada. No previous Auditor 
General had achieved the 
recognition factor that Dye did. 
The former Vancouver accountant 
took up the mission of his 
predecessor and directed the 
maturing of the value-for-money 
auditing process in the federal 
government. 


He challenged the government on 
the issue of auditors’ access to 
information when he took the 
Mulroney administration to court in 
order to gain the data required to 
complete the audit of Petro 
Canada’s $2.5 billion purchase of 
Petrofina Inc. Although the 
Supreme Court of Canada 
ultimately ruled that the Office’s 


only recourse was Parliament, the 
quest received almost universal 
support in the media and among the 
public. 


Dye’s term saw the Office move 
into the “high tech” age with 
significant investments in auditing 
of computers and auditing with 
computers. 


Denis Desautels’ 1991 appointment 
as Auditor General was in a sense a 
homecoming. During the 1970s 
Desautels worked in Ottawa as a 
key member of the Office team 
which conducted the first full-scale 
examination of financial 
management and control in the 
federal government. The prominent 
Quebec accountant eventually acted 
as an Assistant Auditor General and 
gained considerable Ottawa 
experience on interchange with the 
Office. Desautels subsequently 
served as an advisor to the Auditor 
General of Quebec and also worked 
in auditing at the municipal level, 
giving him a thorough knowledge 
of the public sector.* 
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Technology in the Office of the 


Auditor General 


by Bill Johnston 
Manager, Special Projects 
Information Technology Group 


As we approach the twenty-first century, we perceive 
ourselves as having discovered technology. While it is 
true that we have just discovered some forms of 
electronic technology, technology has always been with 
us; and our predecessors were often as awestruck by its 
development as we are. 


This year, Canada is 125 years old. The creation of the 
Audit Office, the operational arm of an independent 
Auditor General, occurred 114 years ago. The Office 
was then, and is now, a user of and frequently a leader 
in the use of modern technology and, in its lifetime, has 
seen a transformation from an entirely paper-based 
environment, complete with green eyeshades, to an 
electronic one with the multi-coloured flicker of 
computer screens illuminating most offices. 


Commentators on the implementation of technology 
describe three generations. During the first generation, 
technology is used to mechanize some task at present 
being done manually. In the second generation, 
technology is used to do that same task better. In the 
third generation, given the existence of a relatively 
mature and flexible technology, the objective of the task 
is re—considered from first principles; alternative means 
(technological and other) of achieving that revised 
objective are assessed; and new processes are defined 
and new technology is developed to support them. 


This paper is largely concerned with developments in 
information technology; they will be described in terms 
of these three generations. 


In the beginning 


In 1878, the newly created Audit Office checked every 
transaction of the fledgling Dominion government and 
certified that every cheque could be issued. While this 
worked well in most cases, the overwhelming 
parliamentary support which had attended the passage 
of the Bill for the Better Auditing of Public Accounts 
quickly evaporated on the Government side when the 
Auditor General refused to certify expenditures which 
he considered unwarranted. 


The Audit Office has always been a user of technology 
of sorts. While the equipment used by the early Office 
seems rather Dickensian to us, green eyeshades were in 
fact very practical, reducing eyestrain for the audit 
clerks as they examined every financial transaction of 
the new Dominion. The audit clerks pored over ledger 
sheets, “‘ticking” each item as they checked it. The arm 
bands which kept their sleeves out of the wet ink on 
their working papers were also appropriate and useful 
technology. 


The Office Library 
prepared a display 
of early audit 
technology. 


It is not completely clear how the results of their work 
were then consolidated for review by the Auditor 
General and thereafter prepared for publication. It is 
likely that all working papers were in copperplate 
longhand, since the typewriter had only just been 
invented. That device had been put into production in 
1874 by the Remington firm, whose experience in 
making machines with a number of small metal parts 
working together was as applicable to the typewriter as 
it had been for rifles and shotguns. 


Some office clerks adapted quickly to the typewriter 
and many became so fast that the typewriter keys 
frequently jammed because of the clerks’ typing speed. 
A major factor in solving the jamming problem was the 
development of the now familiar QWERTY keyboard, 
whose awkward positioning of vowels and consonants 
effectively throttled the performance of the fastest 
typists. 


The annual Report of the Auditor General has always 
been printed. The Office has never in this century 
produced reports as thick as the nineteenth, but the 
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Audit Office’s first report in 1878 was the product of a 
printing press. 


Technology picks up speed 
in the 1970s 


The Audit Office acquired electric typewriters in the 
1960s, but these machines were used only for special 
tasks. 


The first generation of electronic information 
technology in the Office started in 1971, with the 
acquisition of an Administrative Terminal System (ATS) 
in Word Processing. The ATS was a terminal which 
was connected, using a modem and telephone lines, to a 
central computer whose power was shared by providing 
each individual user with a slice of the computer’s time. 
This technology was called time-sharing and, at that 
time, seemed to be the means by which the power of 
computers would be made available to individuals. 


But as the decade progressed, a new technology 
emerged which changed the direction of technology 
utilization in the Office and in the world. That 
development was the micro—processor: the 
computer—on—a—chip. 


—n 


On Tabling day, Office staff help a journalist with a search on 
a specific issue, using Ful/text. 


To be sure, mainframe and minicomputers had been 
using transistors and integrated circuits for years. What 
was new was the development of an integrated circuit 
which performed the functions of a computer’s central 
processing unit or CPU. At first, these 
computers—on—a—chip were not very powerful and so 
were designed for specific applications like word 
processing. Each company had its own design for its 
chip making. These early word processors were 
remarkably capable, considering the limited computing 
power which they had. The Office of the Auditor 
General was an early user of word processors, acquiring 
its first units in 1973. These units were able to produce 


the camera—ready copy necessary for the 1973 and 1974 | 
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annual Reports, and they mark the beginning of second 
generation information technology in the Office. 


These early word processors did not have the power to 
deal with the increasingly complex reports of the 
Macdonell era and so were used to supplement the ATS, 
now connected to a powerful mainframe computer— 
based word processing system. 


New generations of word processors made possible the 
production of camera-—ready copy for the 1976 and all 
subsequent annual Reports. At the end of the decade 
the Office, based on this positive experience, bought a 
powerful publishing system which served for the next 
decade. 


Information technology for auditors 


The computer—on—a-chip took another direction shortly 
after this and by the late 1970s some general-purpose 
microcomputers were on the market. Soon several 
types of application programs, including spreadsheet 
and word processing programs, were available for these 
computers. The OAG began studying these 
microcomputers and acquired one in 1978. 


But not all of the computer action in the OAG involved 
the rapidly emerging microcomputer. The government 
of Canada had been acquiring computers starting in the 
1950s and had a number of modern mainframe 
computers in the 1960s and many more in the 1970s. 
One of the tasks assigned to these new machines was 
keeping the government’s accounts. As the 
computerization of the accounts was implemented, 
auditors found that they could audit more effectively by 
down-loading data from these large computers. By the 
end of the 1970s, the OAG had a small but advanced 
group of EDP auditors competent at this new specialty. 


The Office had to become a world leader in this area 
because the government of Canada is itself almost 
unique in the world, in that it has central accounts and 
publishes consolidated financial statements. So while 
the Office had some reservations about the accounts and 
their presentation in the financial statements, it has also 
taken pride in the fact that Canada was so advanced in 
this area. 


The dynamic 80s: technology 
breakthroughs in the Dye years 


The Information Age had arrived at the Audit Office. 


The rate at which technology was introduced and used 
began to accelerate quickly in the 1980s in the OAG. 
With the publishing system in place, Auditor General 
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Ken Dye saw office automation for auditors as a key 
component in his strategy for excellence in the Office. 
The introduction of the desktop IBM Personal 
Computer and its emergence as a de facto industry 
standard was the key that unlocked technology for the 
Audit Office. The Office bought its first personal 
computers in 1982 and these were quickly followed by 
the acquisition of some Canadian made “‘lugable” 
Hyperion computers. 


The concept of a powerful microcomputer which could 
easily be transported from office to client site and back 
quickly became the driving force for information 
technology in the Office. Specifications for the “ideal” 
laptop computer were developed and, by 1992, have 
largely been achieved. In terms of software, the Office 
provided auditors with the best of commercially 
available spreadsheet and word processing programs to 
meet their requirements for analysis and reporting. 


In 1986, the OAG obtained the first site license for 
WordPerfect in the government, the third such license in 
Canada. In 1987, it implemented the first Office—wide 
electronic mail system based upon ENVOY 100 with an 
OAG-—developed front-end, for increased user 
friendliness. The Office also obtained the first 
development license in government for Fulcrum 
Ful/text. 


Because of its experience with word processing in the 
production of the annual Report, the Office was able to 
almost completely bypass first generation 
implementation for auditors and in about five years 
provided auditors with mature second generation 
technology. 


Where commercial software was not available, the 
Office became a software developer and its efforts in 
these areas were the beginning of third generation 
technology implementation. 


@ In 1985, the Office developed a computer program 
based on re-engineering the method by which 
auditors took and used data from the government’s 
mainframe computers. This program, called IDEA 
(for Interactive Data Extraction and Analysis) 
allowed auditors to manipulate mainframe data on 
their PCs in a user—friendly way and to display the 
results electronically or to print them. The value of 
the program was recognized by the profession and, 
with the co—operation of the government, was 
turned over to the Canadian Institute of Chartered 
Accountants who, with the support of the Office 
and several major international accounting firms, 
have developed it further. 


@ In 1986, the Office installed the largest Novell 
Local Area Network (LAN) east of that firm’s 


Orem, Utah head office. The LAN facilitates the 
electronic transfer of data and programs among 
users and permits new ways for auditors to work 
together in groups. 


e Also in 1986, the Office used Fulcrum Ful/text to 
facilitate access to the vast amount of textual data 
produced for and by a major court case. This is 
believed to be the largest text retrieval task 
executed to that time on a personal computer. This 
experience demonstrated the value of electronic 
publishing and text retrieval and the Office has 
published several CD-ROM’s of audit information 
since that time. 


@® In 1988, the Office produced AuditPro as the core 
software for the electronic briefcase. AuditPro, like 
IDEA, is an early third generation application that 
helps auditors re-engineer the way they prepare, 
edit and review working paper files. 


The Office became the first organization in the 
government to have a computer for every staff member. 


Looking towards the future 


The Office is now in the process of consolidating our 
second generation applications and implementing third 
generation information technology. 


@ Anew publishing system, purchased in late 1991, 
permits a re-engineering of the document creation, 
review and edit processes for both the annual 
Report and the working papers which support it. 


@ A Management Information System, MIS2000, 
provides on-line integrated financial and 
administrative systems to all staff in the Office. 


The visions of Auditors General Macdonell and Dye are 
alive and well and moving forward under the 
stewardship of Auditor General Denis Desautels.* 


ao tok: 
A PAC is born — north of 60°. The first day of hearings of the 
Yukon Legislative Assembly's PAC in 1980, which was at- 
tended by several representatives from the OAG. 
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Editorial Cartoons: 
The Image of the Auditor General 


The editorial cartoons that appear in newspapers across Canada are often the most accurate reflections of the issues 
that preoccupy the minds of Canadians. The Tabling of the Auditor General’s annual Report frequently elicits 
cartoons that highlight not only the issues, but the sometimes adversarial relationship that exists between the Auditor 
General and the government of the day. 


Opinions staff, with the help of staff at the Canadian Museum of Caricature, National Archives of Canada, combed 
through the available resources in order to provide our readers with examples of how cartoonists have conveyed, 
with biting humour, the message that the Auditor General is perceived by the Canadian public as their personal 
watchdog over how their dollars are spent. 


Maxwell Henderson 
skewers the Government. 


~ Alpe x | A = Poo Ree a a 
SEA A Bint. SSS e¢ — 


Rusins /National Archives of Canada/PAC 139080 


Prime Minister Trudeau and Auditor 
General Maxwell Henderson had 
differing opinions on the extent of the 
Auditor General’s mandate. 


“I’m being replaced by 
three what?” 
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Maxwell Henderson passes on the tradition to 
James J. Macdonell. 


“and in case the pin doesn’t 
work...” 


One of Macdonell’s more devastating 
reports left the Government in a spin. 


a 


a 


Franklin/National Archives of Canada/PAC 139078 


The Auditor General Act of 1977 
was a milestone in the history of the 
Office. 


“It took 100 years but it’s all yours.” 


Opinions 18 


Ken Dye is portrayed as 
Canada’s watchdog — large 
enough to make the Government 
nervous. 


TENE s NISMANAGEMENT, EXCESSIvg Wsre Hy 


Fr 
Won _ iiriyg 


Governments may change, but their 
spending habits remain the same 


i EKER BES 


In 1989 the Auditor General had some 
doubts about the Government's financial 
statements. 


“It’s not bad...if you like fiction.” ->°¥3.2.., 
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{ _ ANDTD ASSURE CANADIANS =, 
| THERE IS No WASTE OF TAYPAVERS == | 
\ MONEY, WE WILL IMMEDIATELY 

* | LAUNCH A TEN MILLION DOLLAR 
| STUDY COMMISSION.» 


ead =~ 


The Prime Minister seems to have 
missed the point. 


-. CABARY SUR... 


WEEP. 


THE GOOD NEWS |S... 
THERE ARE NO HORSES 
ON THE PAYROLL.,! 
THE BAD NEWS IS 
YOU ARE PAYING 
28,000 CARS. 


Denis Desautels has news for 


taxpayers. 
| 
walOK, TSK! OHM/!SUCHA WEE SHOCK! 
th Wor Yo WORRY MY DEAR DE SAUTELSY 
~ IE WE SHALL SPEND ANY AMQUAT AND 
“ye SPARE NO COST TO HELP SOWE 


OUR PROBLEM! 


Prime Minister Mulroney declined to 
take the Auditor General’s Report 
seriously, 
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Federal Crown Corporations and the 
Office of the Auditor General 


by Grant Wilson 
Principal, Crown Corporations 


Introduction 


Crown corporations are a 
significant presence within 
Canadian society. They have been 
utilized by governments since 
before Confederation in building 
canals and operating ports and 
harbours. In fact, the establishment 
of the Canadian nation itself 
involved a commitment to building 
an intercontinental railway to link 
New Brunswick and Nova Scotia to 
central Canada. Over the years, 
vast distances, a relatively sparse 
population, the presence of an 
economically and politically 
powerful neighbour, strong and 
distinct national interests, and the 
existence of two main cultural and 
linguistic groups nurtured the 
establishment of Crown 
corporations. 


The federal government maintains a 
significant investment in Canadian 
industry, directly and through 
Crown corporations, but of late 
years has embarked on the 
reduction of its presence in the 
economy through its use of Crown 
corporations. Since the May 1985 
federal Budget, which announced 
the government’s intention to 
privatize Crown corporations and 
other holdings no longer requiring 
government ownership, 20 
privatization initiatives have been 
undertaken and nine corporations 
have been wound up. 


Nature and history 


Federal Crown corporations are 
defined as those in which the 
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government has a 100% ownership 
interest. There are other 
corporations (not called Crown 
corporations) in which the 
government has investments of less 
than 100% called mixed enterprises 
and joint enterprises. Crown 
corporations form by far the largest 
category, representing 58 parents 
and 118 wholly-owned subsidiaries 
of those parents which are involved 
in seven sectors of the economy: 
transportation; energy and 
resources; agriculture and fisheries; 
development and construction; 
government services; culture; and 
financial intermediaries. In 
aggregate, in 1991, Crown 
corporations had total assets of 
$80.5 billion. The government 
services and finance sectors 
accounted for 67 per cent of this 
total. Excluding the Bank of 
Canada, total assets amounted to 
$55.3 billion. Total employment 
stood at almost 135,000 in 1991 
and was concentrated in the 
transport and government services 
sectors which, combined, accounted 
for 72% of the total. 


Crown corporations have been 
utilized by governments 
commencing before Confederation 
to assist in nation building, as a 
reaction to crises, to address 
structural problems and to promote 
regional and economic growth. 
During the early stages of Canada’s 
development, a number of 
challenges included the 
development of a vast land mass, 
increased national cohesion, and 
counteraction of pressures towards 
integration with the United States. 
Through direct involvement in the 
transportation, communications and 
energy sectors, governments 


provided the necessary 
infrastructure for development and 
established links between regions of 
the country. The first recorded use 
of public enterprise in Canada was 
in 1841 when the United Provinces 
of Canada purchased the Welland 
Canal to expand the canal system. 
Before 1867, corporations were also 
used in connection with harbour 
facilities. Direct government 
involvement in transport increased 
after Confederation, particularly as 
a result of the federal government 
commitment to railway 
construction. In 1932 the Canadian 
Radio Broadcasting Commission 
was created to provide broadcasting 
services and to regulate the 
activities of private firms in the 
industry. The Canadian 
Broadcasting Corporation, a more 
independent organization, replaced 
the Commission in 1936. The 
creation of Trans—Canada Airlines 
(Air Canada) in 1937 was 
motivated in part, by the fear of 
American dominance in Canada in 
this sector. 


A second period of federal 
government enterprise was 
characterized by a series of crises — 
the Depression, World War II and 
post-war reconstruction. The 
Canadian Wheat Board established 
in 1935 grew out of the need to 
restore market stability after the 
collapse of wheat prices during the 
Great Depression. The sharp 
upward pressure on prices during 
the Second World War led the 
government to suspend trading in 
wheat futures; and the Canadian 
Wheat Board had taken over 
exclusive selling of Canadian wheat 
by 1943. During the Second World 
War, there was a major expansion 
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in the size of the federal public 
corporate sector with the creation of 
thirty-three companies. These 
corporations were generally 
involved in co-ordinating private 
production, storing and distributing 
materials and supplies, and 
providing wartime housing. Some 
Crown corporations were involved 
in the production of a wide variety 
of commodities and supplies 
required for the war effort. The 
majority of the wartime public 
enterprises were dissolved at the 
end of the war. However, a 
considerable number were retained, 
including Eldorado Mining and 
Refining (Eldorado Nuclear 
Limited), Polymer Corp. Ltd. 
(Polysar), Canadian Arsenals 
Limited, and Atomic Energy of 
Canada Limited. 


At the end of the war, the 
government shifted to corrective or 
stimulative involvement with the 
creation of a number of government 
financial corporations. In 1944, the 
Industrial Development Bank 
(Federal Business Development 
Bank) was established to provide 
medium- and long-term credit to 
small— and medium-sized firms. 
The Export Credits Insurance 
Corporation (Export Development 
Corporation) created in 1944 
administered insurance and 
financing programs for exporters; 
and the Central Mortgage and 
Housing Corporation (Canada 


Mortgage and Housing 
Corporation) was established in 
1945 to provide mortgage loans, 
mortgage insurance, and promotion 
of urban renewal. The Farm Loan 
Board created in the late 1920s was 
reorganized in 1959 as the Farm 
Credit Corporation as a major 
source of long-term credit for 
farmers. 


There was rapid growth in the 
number of public corporations after 
the early 1960s to solve structural 
problems, promote growth, promote 
national aspirations and pursue 
particular regional needs. 
Employment considerations 
resulted in the creation of the Cape 
Breton Development Corporation in 
1967 through the salvage of a 
failing enterprise. In 1974 when 
the private sector owners were no 
longer financially able to support 
the corporation, deHavilland 
Aircraft of Canada became a 
federal corporation. The desire to 
have a significant Canadian 
presence in certain industries 
resulted in the creation of the 
Canada Development Corporation 
in 1971, and in 1975 Petro-Canada 
was established because of concern 
over foreign ownership, questions 
over the security of Canada’s 
energy supplies, and an interest in 
maintaining a “‘window on the 
industry”. 


Since 1985, there has been a shift 
away from the use of Crown 
corporations except for public 
policy purposes. A small number 
have been created, but many more 
have been privatized, dissolved or 
merged with other entities. 
Canadair and deHavilland were 
both sold in 1986. In 1988, Air 
Canada was privatized. 
Petro—Canada divestiture 
commenced in 1991. In addition, 
wind-ups including the Canadian 
Livestock Feed Board and 
Canadian Patents and Development 
took place. 


Crown corporation 
control and 
accountability 


Over the years, a framework for 
control and accountability of Crown 
corporations slowly took form. In 
his 1976 annual Report, the Auditor 
General detailed significant 
financial management control 
deficiencies in Crown corporations. 
The concerns were confirmed by 
the Public Accounts Committee in 
1978 and by the Royal Commission 
on Financial Management and 
Accountability (Lambert 
Commission) in 1979. The 
government recognized in its 1977 
Blue Paper that, among other 
problems, the Financial 
Administration Act extended to 
only a fraction of the existing 
corporations and that there were 
inconsistencies in the control of 
Crown corporations. 


In 1982, when the Auditor General 
reported on the need for an 
improved framework for the control 
and accountability of Crown 
corporations, he cited a number of 
major issues, including: the need 
for parliamentary opportunity to 
review and approve the creation 
and disposition of Crown 
corporations; the method and nature 
of financing Crown corporations; 
the clarity of the roles and 
responsibilities of the various 
parties (Parliament, Ministers, 
central agencies, boards of 
directors, management and 
auditors); the requirement for 
information to be provided to 
Parliament respecting directives 
issued to corporations by Ministers; 
the need for timely reports with 
adequate information on plans and 
performance of corporations; and 
the necessity for comprehensive 
audits to ensure a consistent form of 
independent review of the 
corporations and the accountability 
framework. 
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Further, the report set out a number 
of dimensions that would have to be 
addressed in establishing an 
appropriate framework. These 
included: control over the 
establishment of corporations and 
their scheduling; control over 
spending, commitment and 
borrowing powers; communication 
of government priorities and 
statements of objectives against 
which performance might be 
measured; control over the 
appointments and dismissals of 
directors, chairs and presidents; 
clarification of duties and 
responsibilities; requirements for 
corporate plans and their approval 
and dissemination; reporting of 
costs and results in relation to 
objectives and authorized 
expenditures; review and 
assessment of reported 
performance; and establishment of 
audit committees of the board of 
directors and requirements for 
comprehensive audits including 
value—for—money audits. 


Because of the continuing problems 
in this sector and support for the 
recommendations as set out in the 
1982 Report of the Auditor 
General, the government introduced 
and Parliament passed a much 
improved control and 
accountability framework within 
the Financial Administration Act 
which took effect on 1 September 
1984. 


The framework, which originally 
was intended to cover all Crown 
corporations, is still not applicable 
to all. There are eight Crown 
corporations which are exempt 
from the provisions of the Financial 
Administration Act (FAA) and 
which do not yet have parallel 
provisions for contro] and 
accountability. 

Key features of this framework 
include: 


@ aclear portrayal of ‘“‘who does 
what”; 
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® astrong set of responsibilities 
for the corporation (board and 
management); 

@ improved planning and 
reporting processes; and 


@ a well-defined audit regime. 


Office role and 
relationship 


The framework provides for a 
strong audit regime for Crown 
corporations including: 


@ the requirement for internal 
audits to assess management 
compliance with their 
responsibility for maintaining 
adequate systems and practices 
as required by law; 


@ providing for annual audits by 
external auditors covering 
financial statements, 
compliance with relevant 
authorities, and other matters in 
addition to an opinion (if 
requested by government) on 
the accuracy of any 
quantitative (performance) 
information in the corporation 
annual report; and 


@ the provision for periodic 
special examinations (i.e. 
value-for-money audits) to 
assure boards of directors that 
management is maintaining 
systems and practices to meet 
the legislated requirements. 


The special examination is a form 
of value-for-money audit, but one 
with an objective defined 
specifically in legislation. Its 
objective is to provide an opinion to 
the board of directors of the 
corporation. The opinion relates to 
management’s requirement to 
maintain systems and practices that 
provide reasonable assurance that 
assets are safeguarded and 
controlled, resources are managed 
economically and efficiently and 
operations are carried out 
effectively. It is carried out at least 
once every five years. 


In 1989 the Auditor General 
reviewed the new legislative regime 
and reported the findings in 
Chapter 5 of his annual Report. 
The general conclusion was that the 
framework was an appropriate one, 
a great deal of progress had been 
made, and all the fundamental 
processes were in place. However, 
certain issues were identified as 
requiring further attention. These 
were: linkages between objectives 
articulated in corporate plan 
summaries and subsequent 
reporting of performance in annual 
reports required strengthening; 
corporate plan summaries provided 
to Parliament needed to better 
reflect the corporate plans provided 
to government and, further, 
required improvements in providing 
yardsticks of performance for 
subsequent reporting in annual 
reports; and inclusion of 
quantitative performance 
information in corporate annual 
reports which could then be subject 
to audit was an important provision 
that had not yet been implemented. 


In 1990 the Auditor General 
reviewed the Crown corporation 
audit regime. He concluded that 
the requirements for internal audit, 
annual audit and periodic special 
examination constituted an 
appropriate and worthwhile audit 
regime for Crown corporations — 
one that contributed to their overall 
accountability. Once again, 
however, certain concerns were 
raised, including: special 
examinations had identified as 
significant deficiencies, for a 
number of corporations, a lack of 
clear objectives and inadequate 
reporting on the extent to which 
objectives had been met; some 
Crown corporations had not yet 
embraced the requirements for full 
scope internal auditing; and 
specified quantitative performance 
information of corporations was not 
yet required by the government to 
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be reported in annual reports or 
audited. 


In Chapter 4 of his 1991 annual 
Report, the Auditor General 
followed up on certain issues raised 
in previous Reports, namely: 
performance reporting; accounting 
for appropriations; internal audit; 
and exempt corporations. 
Reporting on performance is a 
critical link in the accountability 
process. A review of annual reports 
of Crown corporations indicated 
that most do not adequately report 
on the extent to which objectives 
have been achieved. A second item 
related to accounting for 
appropriations where a review 
demonstrated that similar types of 
appropriations were accounted for 
and reported differently by Crown 
corporations and that information 
was incomplete, thereby making it 
difficult for readers to assess the 
impact of government funding on 
the financial position and on the 
results of operations. Although 
some progress was made in 
implementing the role of internal 
audit as set out in the FAA, it was 
reported that in some cases strong 
support from management and the 
audit committee would be required 
to enable internal audit to fulfil its 
mandate. Finally, the Report noted 
that while certain corporations are 
exempted from specific provisions 
of the FAA, they should continue to 
strive to meet the sound 
management and accountability 
provisions of the FAA. It was 
acknowledged that no major issues 
had arisen respecting the 
exemptions, as a number of these 
corporations were already 
voluntarily complying. 


Summary 


Significant progress has been made 
in making Canadian federal Crown 
corporations more accountable for 
their activities, but even though an 


appropriate framework has been 
established along with a strong 
audit regime, there is still a need 
for legislative auditors to be alert to 
the proper functioning of that 
framework. Attention is required 
on substantive issues such as: 


@ Does the corporation have clear 
and measurable objectives and 
are they appropriately 
communicated? 


@ Does the corporation provide 
information to government and 
Parliament on the extent to 
which it is achieving those 
objectives? 


There is a need to continue to focus 
on the existence and adequacy of a 
framework for control and 
accountability with particular 
emphasis on ensuring appropriate 
and comprehensive information to 
Parliament in such areas as 
performance and results. A strong 
audit regime to support the 
accountability structure, including 
the requirement for value—for— 
money audits, should be supported 
and preserved. Further, audit 
should adopt a “top down” and 
“results” approach rather than a 
“systems” and “‘process” approach 
to support the needs of the 
framework. 


Conclusion 


The federal legislated framework is 
a good one — and there is a desire 
on the part of the key players to 
make it work. Considerable 
improvement in the framework 
itself and the management, of both 
the individual entities and of the 
“portfolio” as a whole, has been 
observed during this period when 
the government and the 
corporations are reassessing the 
public policy roles and 
responsibilities assigned to various 
Crown corporations. * 


Participants, administrative staff and instructors gather during the first visit of OAG staff 
to China as part of Canada’s auditor training program. 
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International Activities: 
An Exercise in Sharing 


by Peter Armstrong 
Director, International Relations 


As the world’s peoples move at accelerating rates 
toward democratically electing governments, they are 
increasingly demanding that these governments be more 
openly accountable to them. In the words of the late 
James J. Macdonell, former Auditor General of Canada, 
“In a democracy, accountability is the price exacted for 
the gift of power’. 


This growing demand for accountability, for credible 
reporting, brings with it a need for more knowledge and 
information. The Office of the Auditor General of 
Canada has been responding to this need for many years 
with its involvement in a range of international 
activities — from welcoming senior personnel from audit 
offices of other countries to see how we go about our 
business and share with us their ways of doing things, to 
hosting international conferences, to auditing 
organizations of the United Nations. Selected staff have 
been seconded to international organizations and we 
have sent people to a number of countries to share 
approaches to comprehensive auditing. We are 
continually involved, of course, in audits of Canadian 
government departments and agencies with 
international dimensions that often necessitate travel to 
far-flung points of the globe. 


Anyone who has been involved in the international 
aspect of our work has found it an extremely satisfying 
and enriching experience that, in subtle ways, has 
changed their view of the world and Canada’s place in 
it. The Office’s involvement in international activities 
must meet certain general criteria: 


@ it must not jeopardize the fulfilment of our 
domestic audit responsibilities; 


@ we must have the proper authority and a rational 
basis for our involvement; 


@ the work should serve the interests of the 
Government of Canada and the Audit Office; and 


®@ costs should be recovered where appropriate. 


Now, the specifics. 


International audit activity 


@ Canada has a long and distinguished history as a 
member of the United Nations’ Board of Auditors, 
serving first from 1946 to 1956 and again for four 
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consecutive three-year terms from 1968 to 1980. 
Canada’s election to a fourth term in 1977 was a 
tribute to the work of James J. Macdonell in 
Carrying out a major overhaul of the United 
Nations’ audit standards, practices and related 
training. 


Our audit work encompassed not only the United 
Nations headquarters in New York, but also 
peace-keeping operations in the Middle East and the 
Regional Commissions in Chile, Ethiopia and Thailand. 
In addition, the Board reported on the activities of the 
United Nations Development Program, Children’s Fund, 
High Commissioner for Refugees, Economic 
Commission for Latin America, International Court of 
Justice, and many others. 


Since 1956, the Auditor General of Canada has been the 
sole external auditor of the International Civil Aviation 
Organization (ICAO), the only United Nations 
Specialized Agency located in Canada. ICAO’s 
objectives are to develop the principles and techniques 
of international air navigation and to foster the planning 
and development of international air transport so as to 
(among other things) ensure the safe and orderly growth 
of international civil aviation throughout the world, and 
meet the needs of the peoples of the world for safe, 
regular, efficient and economical air transport. With 
headquarters in Montreal, ICAO has regional offices in 
Bangkok, Cairo, Dakar, Lima, Mexico City and Paris, 
and provides a wide range of technical assistance 
throughout the world. 


The Office is also the auditor of the International 
Atomic Energy Agency (IAEA) , headquartered in 
Vienna. The IABA serves as the world’s central 
inter-governmental forum for scientific and technical 
co—operation in the field of peaceful use of nuclear 
energy. It ensures, to the extent possible, that assistance 
provided is not used to further any military purpose. 
Established by a decision of the United Nations General 
Assembly in 1957, it has over 100 member states. 


As external auditor of United Nations organizations, 
Canada and other countries with similar responsibilities 
constitute a Panel of External Auditors, which was 
established in 1949. Its purpose is to exchange 
information about audit methods and findings and to 
provide a basis for further co-ordination of the audits 
conducted by its members. Areas of common interest 
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are discussed at panel meetings and may result in the 
panel communicating its observations and 
recommendations on the accounts and financial 
procedures of participating organizations to their 
executive heads. 


@ The North Atlantic Treaty Organization (NATO) 
was established in 1949 and is audited by a Board 
of Audit appointed on a rotating basis. Canada 
served from 1964 to 1967, from 1975 to 1978, and 
is now completing a third term; the immediate past 
chairman of the Board is from this Office. The 
audit centers on NATO’s Brussels headquarters but 
NATO also has major agencies throughout Europe. 
Canada currently has two staff members on leave 
without pay, working at NATO as auditors. 


@ Over the past few years, under its Canadian 
Chairman and a Principal from this Office, the 
Board of Auditors has developed strategic and 
long-term audit plans and established audit 
priorities. The Board has also prepared a detailed 
planning document for each NATO body, 
describing the required financial and performance 
audit tasks. 


® Canada’s participation in the audit of the 
Washington-based International Monetary Fund 
dates back to 1947. The three-member Audit 
Committee is appointed annually and Canada has 
served eight terms, the last ending in 1979. 


@ In 1951 the Office agreed to audit the accounts of 
the International Commission of the Northwest 
Atlantic Fisheries Organization (NAFO), 
headquartered in Dartmouth, Nova Scotia. A 
number of governments are involved along with the 
European Economic Community. The audit was 
carried out by the Halifax Regional Office until 
recently and is now done by a private sector firm. 


Involvement in professional 
international organizations 


Created in 1953, the International Organization of 
Supreme Audit Institutions (INTOSAI), is the 
worldwide association of Auditors General (or heads of 
Supreme Audit Institutions as they are known) of 
countries in the United Nations. INTOSAI’s Governing 
Board meets annually; the secretariat is located in 
Vienna. In September 1971 Montreal was the site of 
INTOSAI’s Seventh Congress. There were 88 countries 
represented and, as the Auditor General’s 1972 Report 
noted, the conference clearly demonstrated how nations 
more advanced in accounting and auditing techniques 


can help those that are less developed. The 
“International Journal of Government Auditing” was 
created for that congress by a partnership of Canada, the 
United States and Venezuela, and continues to be 
published quarterly in Arabic, English, French, German 
and Spanish. Dedicated to the advancement of 
government auditing procedures and techniques, the 
journal is published through the offices of the US 
General Accounting Office. 


INTOSAI’s main goal is to strengthen relationships 
among national legislative auditors. Its four most 
important activities are convening the triennial 
congress, the work of the standing committees that 
study and report on various issues of interest to 
members, helping Supreme Audit Institutions to 
develop their potential through training and information 
exchange programs, and publishing the International 
Journal. 


@ The Committee on Accounting Standards (CAS) is 
one of five INTOSAI standing committees and is 
currently chaired by the Auditor General of 
Canada. The committee studies issues concerning 
public sector accounting and financial reporting and 
communicates findings to SAIs and other interested 
organizations. Its products are either in the form of 
studies, which are explanatory, or statements, which 
offer guidance. Recognizing the many different 
forms and levels of government within the 
INTOSAI community, CAS Statements are 
intended to be sufficiently general to permit SAIs to 
develop more specific standards or guidelines 
within their own jurisdictions. 


CAS has developed an Introduction, a Study Report, 
and two Statements. In addition, the Committee has 
drafted a work plan for the next three years to put in 
place, before the XV INTOSAI congress in 1995, a set 
of accounting standards appropriate for use by SAIs. 
The draft work plan will be discussed at XIV INTOSAI 
in Washington in October 1992. 


@ The INTOSAI Development Initiative, (IDI) was 
established in 1986 as an INTOSAI program to 
advance public accounting and auditing practices, 
especially in developing nations. It works through 
information exchange and training of audit 
practitioners and trainers from Supreme Audit 
Institutions. With headquarters in Ottawa, IDI has 
as its President the Auditor General of Canada, and 
as Executive Vice-president the Assistant Auditor 
General of Canada in charge of International 
Affairs. 


IDI works in close collaboration with INTOSAI 
regional groups helping to develop regional networks. 
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Its programs focus on building practical, job-related 
skills using regional and local human resources and 
materials wherever possible. Funding sources include 
the international development agencies of Canada, 
Denmark, Finland, the Netherlands, Norway and the 
United Nations development programs, the 
Commonwealth Secretariat, and the Asian, Caribbean 
and Inter-American Development banks. Contributions 
so far total $6.35 million (Cdn.). In addition, Supreme 
Audit Institutions (the US General Accounting Office in 
particular) contribute time to design, develop, translate 
and edit materials, organize and present seminars and 
help with other IDI programs and activities. These 
contributions have been evaluated at approximately 

$2 million (Cdn.) based on North American standards. 


Activities of IDI have had a significant impact in the 
developing countries that have participated. There have 
been 44 regional seminars worldwide, with 1,037 
participants from 150 countries. Topics have included 
human resource management, computer auditing, 
performance auditing, audit management and 
supervision, and the training of training managers. 
Where possible, graduate Fellows of the Canadian 
Comprehensive Auditing Foundation’s international 
fellowship program assist in course design and delivery. 


September 1987: the thirteenth triennial conference of the 
Commonwealth Auditors General, held in Ottawa and hosted 
by the OAG 


@ The Conference of Commonwealth Auditors 
General is a loose association of Auditors General 
from the Commonwealth. The Auditor General of 
Canada hosted the thirteenth triennial conference in 
September, 1987. The conference theme, 
‘Practices, Perceptions and Predictions” was well 
served with a number of countries providing 
technical papers for debate. There were delegates 
from 44 member countries along with observers 
from the United States, INTOSAI, and the United 
Kingdom’s Chartered Institute of Public Finance 
and Accountancy. 


@ Atthe request of the Canadian Institute of 
Chartered Accountants, the Office has been 
represented on the Interamerican Accounting 
Association’s (IAA) Committee on Government 
Auditing and Accounting Standards. The IAA 
holds biennial conferences on matters of mutual 
interest and concern; the last was in Argentina in 
1991, 


@ Former Auditor General Kenneth Dye was the 
founding chairman of International Federation of 
Accountants (IFAC) Public Sector Committee. The 
Office has been active on this and the International 
Auditing Practices Committee, both of which 
develop and promote international guidelines on 
accounting, auditing and reporting practices. They 
also promote education and research and an 
exchange of information, to improve financial 
management and accountability and make them 
more consistent around the world. 


® The Institute of Internal Auditors (IIA), an 
association of internal auditors with nearly 50,000 
members worldwide from both the private and 
public sectors, is dedicated to the continual 
improvement of internal audit practices. The 
Office has been active in the ITA for some years. A 
Deputy Auditor General has participated in the 
Government and Public Affairs, and the 
International Relations Committees. He 
subsequently served as President of the Institute for 
six and one-half years. Currently an Assistant 
Auditor General is serving as a member of the 
Professional Issues Committee and another is on 
the Board of Trustees for the ITA Research 
Foundation and is incoming President of the Ottawa 
Chapter. 


Aid to developing countries 


The Office has gained an enviable reputation for 
innovation, technical competence, and international 
co-operation, leading other countries to approach us for 
assistance in the field of government auditing. 


The International Audit Office 
Assistance Program 


The Canadian Comprehensive Auditing Foundation 
(CCAF), founded in 1980 by the late James J. 
Macdonell, has an international component operating a 
program of assistance to audit offices of developing 
countries. These offices nominate senior people from 
their staff to come to Canada as Fellows, for a year of 


sn 25 


Opinions 27 


work and study in value-for-money auditing as we 
practise it here. 


This program was begun in 1980 by Mr. Macdonell, 
helped by the Assistant Auditor General in charge of 
International Affairs, the first Executive Director of the 
CCAF. Most Fellows study and work in the OAG 
during the year, although some have spent time in the 
offices of provincial and municipal auditors general. 


So far, 95 senior employees of Supreme Audit 
Institutions in 41 countries have participated in the 
program, returning to their homelands with Canadian 
concepts of accountability and open, transparent 
government. At home, they are expected to share and 
put into practice the methodology and techniques 
learned in Canada. Some graduate Fellows have gone 
on to assume high positions in their countries. 


The Fellowship program is funded by the Canadian 
International Development Agency (CIDA) and 
administered by the CCAF. 


Sino-Canadian Auditor Training 
Project 


Pursuant to a new Constitution, in 1983 the Audit 
Administration of the Peoples Republic of China 
(AAPRC) was established as an independent auditing 
body. In 1984, after exploratory visits to several 
countries in Asia, Europe and North America, the 
Chinese government selected Canadian auditing as a 
model and submitted an official request to CIDA for 
assistance. The Office of the Auditor General of 
Canada was appointed as the Canadian Executing 
Agency for the project, designed to help China’s audit 
office develop the training capability that its mandate 
would require. During the three and a half years of the 
project, 16 seminars were held for 442 audit 
practitioners and instructors, who were to return to their 
places of work and train others. This translated into 74 
courses and 12,293 training days. With the Office’s 
help, an audio—visual production studio was installed in 
the Beijing training centre. As well, a number of 
scholars spent a year working and studying in our 
Office. 


The Office has provided different forms of direct 
assistance to a number of other countries, including 
St. Lucia and Kenya. 


Secondments and interchanges 


It is Canadian government policy to use international 
secondments and interchanges as a means of placing 
qualified Canadian public servants in senior posts in 
international organizations. This contributes to the 
activities of those organizations while providing 
valuable developmental opportunities for the 
employees. 


Recognized as a prime source of accounting and 
auditing expertise, the Office is often asked to identify 
suitable candidates for such positions and to make their 
services available. In keeping with its policy on career 
development the Office will continue to respond 
favourably to such requests so long as they do not 
jeopardize our domestic responsibilities. 


For example, an Assistant Auditor General serves as the 
Canadian representative on the Executive Board of the 
United Nations Educational, Scientific and Cultural 
Organization (UNESCO), taking part in deliberations on 
the Board’s financial and administrative affairs. As 
well, for several years the Office has provided a 
professional staff member to United Nations 
headquarters to assist in the review of budgetary and 
financial matters. We have also had staff exchanges 
with the United Kingdom, New Zealand, Australia and 
others. 


Conclusion 


This international involvement is a legitimate role for 
the Audit Office of an industrialized nation such as 
Canada, particularly when government provides a 
significant amount of financial assistance, through the 
Canadian Comprehensive Auditing Foundation, to the 
audit offices of developing countries, and financial 
support to the INTOSAI Development Initiative. 
Moreover, the Department of External Affairs has 
encouraged both our aid to developing countries and our 
participation in the secondment of personnel to 
international organizations. 


The Office of the Auditor General will continue to 
encourage participation in international activities, 
sharing experiences, technology and methodology with 
the international community and providing its own staff 
with challenging, exciting and enriching opportunities 
for career development opportunities. * 
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One of the great strengths of the 
Office of the Auditor General of 
Canada over the years has been the 
emphasis placed on auditing 
research. 


My predecessors all recognized that 
accounting and auditing practices 
are not set in stone. They knew 
that the Office and its auditing 
techniques had to adapt and evolve 
to respond to the changes in the 
world around us. 


In this issue of Opinions there are 
three articles which exemplify the 
role of the Office as a leader in 
public sector auditing research. 
They demonstrate that auditors 
have to adapt their practices to the 
context in which they audit. 


The first of these examines the 
findings of a study that was 
designed to provide guidance on 
setting the scope for 
value—for—money audits in 
government departments and 
agencies. Scoping is the process of 
identifying which areas or issues 
the auditor will examine. It is best 
summed up in the questions: is the 
subject worth auditing, and, can it 
be audited? The study has provided 
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a framework for analyzing the 
factors that should be considered in 
setting the scope for a 
value-for-money audit. 


Another article highlights a 
particular value-for-money 
auditing technique which has 
evolved in recent years. In two 
audits reported in 1991, the auditors 
used group consultation techniques 
to study the work climate. The 
article outlines the reasons for this 
approach in two very different 
entities and reports on the 
experience and its results. 


Last, but by no means least, is an 
article reporting on a study of 
internal auditing in government and 
private sector organizations. 
Because of the importance of 
internal audit to their organizations 
and to the external auditor, we 
wanted to identify best practices 
and alert senior management to the 
role that internal audit can and 
should be playing in federal 
government departments. 

This study is particularly relevant 
and timely because of the number 
and speed of changes that are 
taking place in many private and 


public sector organizations. These 
include a new emphasis on 
providing better service, 
eliminating activities that yield 
only marginal benefits, 
decentralizing authority and 
shifting responsibility for control to 
operating units. Internal audit, in 
both the private and public sectors, 
has a significant role to play during 
this period of change. This reflects 
the fact that internal audit is no 
longer just concerned with financial 
controls but has a widening horizon 
that covers virtually all areas of an 
organization’s activities. 


In surveying 40 organizations in 
Canada and the United States, the 
authors of the study learned that the 
continuing relevance of internal 
audit was directly related to its 
ability to adapt to the change in 
management culture and to broaden 
its outlook. 


That approach echoes the thrust of 
the Office of the Auditor General of 
Canada towards adapting to the 
change and making sure that our 
auditing techniques and practices 
remain relevant in the reality of a 
changing world. 


L. Denis Desautels, FCA 
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Internal auditing in a changing 
management culture 


This article is excerpted from a report with the same 
title, written by a study team consisting of Assistant 
Auditor General L. M. McGimpsey, Principal 

J. K. Prokaska, Director M. Kiihnapfel and Director 
B.C. Sloan. 


Auditor General Denis Desautels, Comptroller General Andrew 
Macdonald, Assistant Auditor General Len McGimpsey and Deputy 
Auditor General Raymond Dubois participated in the Symposium. 


This study is based on a survey of internal audit in 

40 government and private sector organizations in 
Canada and the United States. Our objective in 
carrying out the study was to document and describe the 
best of what we found and to provide a benchmark for 
internal audit in other organizations. We also wanted to 
alert senior management to the role that internal audit 
can and should be playing in federal government 
departments. 


The study is particularly relevant, we feel, because of 
the velocity of changes that are taking place in many 
private and public sector organizations. These include a 
new emphasis on providing better service, eliminating 
activities that yield only marginal benefits, 
decentralizing authority, and shifting responsibility for 
control to operating units. These changes mean that 
internal control is more important than ever before. 
And since that control is migrating from the centre to 
the field, the type of internal control that is needed and 
where controls should be installed are of critical 
importance. Many organizations define control as 
encompassing everything an organization does to meet 
its business objectives. Accordingly, the sphere of 
internal audit is widening to include virtually all areas 
of activity. No longer is it concerned mainly with 
assessing the integrity of financial controls. 


The people we interviewed for this study made it clear 
that the continuing relevance of internal audit was 
directly related to its ability to adapt to cultural change 
and broaden its horizons. Successful internal audit units 
have had to align their own philosophies and activities 
to parallel the changes taking place in their 
organizations. 


Internal audit is changing—a trend 
toward “value—added” audits 


Internal audit practice is moving away from merely 
reporting control deficiencies to management, a role 
that has traditionally had the potential for confrontation. 
Progressive heads of internal audit units now see the 
auditee as another “‘customer” for the audit. They are 
focussing on providing a cost-effective, useful service 
that the customer needs. 


Audits are becoming more cost-effective by being 
“risk—driven”. In many organizations that we visited, 
risk assessment is a continuous process that allows audit 
management to make “‘smarter” decisions about where 
to spend scarce audit dollars. Increasingly sophisticated 
risk—assessment techniques are helping auditors to 
determine where the areas of greatest risk lie in the 
organization. 


Auditors spend more time 
auditing at the design stage of 
programs and systems in order 
to identify risks at an early 


stage rather than report 
problems after they have 
damaged the organization. 


Auditors spend more time auditing at the design stage 
of programs and systems in order to identify risks at an 
early stage rather than report problems after they have 
damaged the organization. Also they share knowledge 
and audit tools with management which encourages and 
assists in control self-evaluation by operating units. 


Audits are becoming more useful because they are 
oriented to identifying problems, working with 
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management to solve them, providing overall ratings on 
the adequacy of controls and finding new and better 
ways to do things. 


The audit units we studied were most concerned about 
the quality of their audits. All had developed ways of 
measuring their performance. The best are asking the 
auditee for feedback on audits through surveys. They 
are benchmarking with colleagues from other 
organizations and identifying and adopting best 
practices for use in their own units. Many had set up 
performance targets for measurable parts of the audit 
process, including the time for completing major phases 
of the audit, the time between finishing the audit and 
issuing the report, and so on. The result: better audits 
and better service to all concerned. 


John Lynch of the Xerox Corporation gave a speech called 
“Internal Audit ina TQM Environment”. 


Visible support from senior 
management—an essential element 


It is clear that internal audit will be what senior 
management wants it to be. The audit units stressed 
that senior management must clearly signal to the rest 
of the organization that it supports internal audit. One 
signal is giving internal audit easy access to senior 
management and the audit committee. A number of 
organizations have identified the importance of internal 
audit in policy statements that they distribute to all 
employees. A high level of overt support fosters a 
parallel respect for the function from operating 
managers. 


Internal audit — a place for the best 
and brightest 


The best organizations in the private sector use internal 
audit as a training ground for developing future leaders. 
Career internal auditors are the exception, rather than 
the rule in these organizations. They recruit 
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high—potential people from either inside or outside the 
organization who spend two to four years getting a 
bird’s—eye view of operations and then move on to the 
next step on their career path. We found that some 
provincial and state governments were adopting the 
same philosophy and were tending to have fewer career 
auditors. 


Technology—internal audit’s 
response 


Many businesses are becoming more technologically 
sophisticated. Recognizing that information and 
information technology are critically important to 
management, some internal audit units have developed 
software for continuously monitoring their 
organization’s data on-line. This ability to keep a 
finger on the pulse of the organization is especially 
valuable when operations are decentralized or 
geographically dispersed. 


EDP auditing is no longer the preserve of a small group 
of EDP specialists. The audit units we interviewed are 
developing EDP audit expertise for all staff. Most units 
are working to integrate the work of financial, 
operational and EDP auditors. 


Computer-based tools for planning and managing audits 
are increasing audit quality and productivity. For 
example, instant, on—line communication allows audit 
managers to review the audit team’s work during the 
course of the audit without leaving the office. 


Reporting the audit results—a more 
constructive approach 


With the new service orientation that is growing in 
many internal audit groups, audit reports are being seen 
as constructive vehicles for encouraging managers to 
make cost-effective changes. The approach to 
reporting is becoming more co-operative; managers and 
auditors are working together to find solutions to 
problems during the course of the audit. Increasingly, 
audit reports are being recognized for what they are — 
timely communication tools that should provide 
appropriate information at an adequate level of detail to 
the operational managers who are in a position to fix a 
problem and to senior managers who are responsible for 
ensuring that the problem does, indeed, get fixed. 
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Future trends 


The people with whom we talked during our study 
offered many ideas about the direction that internal 
audit would take in future. These points surfaced 
consistently in our interviews: 


1. The shift is toward more pro-active, preventive 
auditing rather than after-the—fact detective auditing. 
The idea is to identify risks, trends or breakdowns 
before a big problem occurs. Strategies for achieving 
this goal include: 


@ Greater use of technology in carrying out audits. 
Of particular interest is the use of technology to 
constantly monitor risk and operational indicators. 
Using technology in this way improves audit 
reaction times where risks are increasing or 
operational problems are occurring. 


@ Earlier audit involvement at the design and 
implementation stages of systems and programs. 
Such involvement is essential, because a changing 
management culture requires that real-time control 
mechanisms be built in to the processes themselves. 


@ ven greater attention to trend and risk analysis in 
planning, carrying out the audit and reporting. 


2. The trend is toward a higher level of skills and more 
expertise in the audit organizations. Some 
organizations felt that better technology and more 
focussed audits will require greater expertise within the 
audit group, but fewer auditors. 


3. Some Heads of Internal Audit believe that developing 
more self—assessment programs, which require 
management to identify risks and assess basic controls, 
would allow internal audit to concentrate more on 
high-level issues and business processes that cut across 
functional lines. 


4. The co—operative, collaborative approach between 
the auditor and the auditee will continue. Specifically: 


e@ As organizations become flatter and self-regulation 
prevails, some see a need to continue to refine the 
dynamics between auditors and managers. 


@ Some audit groups felt that auditors would be 
called upon to play a greater role in using their 
expertise in controls and risk management by 
advising and counselling others in the organization 
on these matters. 


5. Many of those we spoke to felt that there is still 
substantial room for developing a more service-oriented 
internal audit function. 


6. Some believe that improved processes are needed to 
reduce the period of audit so as to reduce audit 
disruption to operations. 


7. Others think that communicating best practices 
identified in other parts of the organization or through 
benchmarking exercises will add value. 


8. A few noted that re-engineering the organizations’ 
systems and integrating them with those of suppliers 
and other business alliances will add new dimensions to 
the internal auditors’ role. 


9. A few spoke of the challenges that new technology 
presents for the audit community and the need for 
auditors’ skills and knowledge to be aligned with the 
organization’s technology strategy. 


10. Several groups believe that internal auditors need to 
develop the methodology and the expertise to audit 
environmental issues. 


Conclusion 


Clearly, public and private sector organizations differ in 
many respects. However, federal government 
departments can learn from some of the best practices 
described in this study report. We feel that internal 
audit units in the government can and should adapt and 
adopt many of these practices. 


...internal audit is playing a 
critical, constructive and 
often pro-active role in 
monitoring and reporting on 
the quality of controls in the 


organizations, which are 
changing shape through 
downsizing, delayering and 
decentralization. 


The key thread running through the organizations was 
that internal audit is playing a critical, constructive and 
often pro—active role in monitoring and reporting on the 
quality of controls in the organizations, which are 
changing shape through downsizing, delayering and 
decentralization. Although the centre of control may be 
shifting from the centre, control remains essential. And 
internal audit is evolving to retain its key—player status 
by working more closely with management at all levels 
to maintain a cost-effective control regime.* 
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Broadcasting PAC proceedings 


by Mark Hill, Principal, Parliamentary Liasion 


At 08:50 this past 30 April, a Thursday, Auditor General 
Denis Desautels and EDP Principal John Adshead, 
along with Reid Morden, Under-secretary of State for 
External Affairs, and other officials, took their seats at 
the table in Committee room 253D in the Centre Block 
on Parliament Hill. Committee Chairman Jean—Robert 
Gauthier and other members of the Standing Committee 
on Public Accounts (PAC) were also at the table to 
begin consideration of the AG’s report on External 
Affairs’ multi-million dollar worldwide information 
system known as COSICS (Canadian Online Secure 
Information and Communications System——now 
known as SIGNET). 


Up to this point, this PAC meeting had been like any 
other for the Office in terms of preparation. However, 
when the Chairman rapped the gavel to call the meeting 
to order, his image appeared on television screens 
throughout the Parliamentary precincts and on tape for 
broadcast on the Parliamentary channel later that week. 
And thus began the first televised coverage of a 
committee hearing on the work of the Auditor General 
of Canada. (Note: The 1989 appearance of the Auditor 
General of Canada before the Public Accounts 
Committee of the Nova Scotia Legislature was open to 
television cameras but was not broadcast live.) 


This article reviews the development of the 
broadcasting of committee proceedings, discusses some 
of the issues of concern to Parliamentarians in agreeing 
to open committee proceedings to the camera, looks at 
the impact of broadcasting on how the Office handles its 
appearances before committees and speculates on the 
meaning of this development for the work of the Office 
and, more generally, for the accountability of 
government to Canadian taxpayers. The author has 
leaned heavily on the Twenty-third Report of the 
Standing Committee on House Management (tabled 

14 February 1992), which sets out the current guidelines 
for committee broadcasting, for much of the 
background for this article. 


Development Of Parliamentary 
Broadcasting 


Broadcasting of the proceedings of the Canadian House 
of Commons has been carried out since 1977. While 
television has been blamed for some part of the 
perceived general decline of the stature of our 
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Parliamentary institutions with the general public, 
primarily a result of its concentration on coverage of 
Question Period, the practice of televising 
Parliamentary proceedings is generally perceived as a 
good one. During the 1980s there was some 
experimentation with the televising of committee 
proceedings but most of this early television coverage 
tended to focus on special committees and did not 
provide a complete picture of the real day-to-day work 
of standing and legislative committees of the House. A 
recent example of this narrowly focussed coverage is 
the extensive coverage provided during 1991 of the 
Special Joint Committee on the Process for Renewing 
the Constitution of Canada. 


During the 1980s there was 
some experimentation 
with...televising of committee 
proceedings 


but...early...coverage...did not 
provide a complete picture of 
the real day—to—day work 

of...committees of the House. 


A major impetus for extension of broadcast coverage to 
committees came with Parliamentary reform during the 
1980s. The 1985 report of the Special Committee on 
the Reform of the House of Commons (McGrath 
Committee) led to significantly increased powers for 
standing committees of the House and opened the door 
to further consideration of broadcasting their 
proceedings. The arguments in favour were essentially 
the same as for televising the House. The increased 
powers for committees enabled them to study virtually 
any aspect of the entities assigned to them when they 
felt it appropriate and thus be more topical and relevant 
to public interest in their work. In a recent example of 
this newfound responsiveness, the Standing Committee 
on Consumer and Corporate Affairs and Government 
Operations was able to undertake a review of the 
economic problems of the Canadian airline industry 
even as those problems were being debated in public 
and the ink on the co-operative agreement between Air 
Canada and United Airlines was hardly dry. 
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In 1989, the Standing Committee on Elections, 
Privileges, Procedure and Private Members’ Business 
conducted a thorough review of broadcasting House 
business and tabled a report entitled “‘Watching the 
House at Work”. This report built on the earlier 
McGrath report by recommending that the House 
proceed with broadcast of committee proceedings and 
that committee meetings be open to the electronic 
media; however, the House chose not to act on the 
report. Committees wanting to have their proceedings 
broadcast were still required to seek the permission of 
the House. 


In the period from 1989 through 1991 the Standing 
Orders of the House were amended a number of times 
as Parliamentary reform continued, and in April 1991, 
the Standing Committee on House Management was 
given a mandate to develop experimental guidelines 
governing the broadcast of committee proceedings, 
which guidelines would be subject to concurrence of the 
House before implementation. That Committee tabled 
its report containing its recommended guidelines on 

14 February 1992 and, on 27 March 1992, the House 
concurred in the report and approved the 
implementation of the guidelines on an experimental 
basis for a period of six months, not including July and 
August 1992. On 27 April 1992, the day broadcast 
facilities became available to committees, PAC 
Chairman Jean—Robert Gauthier moved in Committee 
that the COSICS hearing scheduled for 30 April be 
broadcast. 


The Broadcasting Issues 


The question of broadcasting House proceedings has 
always been contentious. On the one hand it is widely 
recognized and accepted that Question Period does not 
adequately characterize the work of Members of 
Parliament and that it tends to create a lopsided and 
somewhat unfavourable picture of Parliamentary work. 
It is also widely recognized, Question Period being the 
notable example, that when cameras are present there is 
a natural tendency for politicians to play to the wider 
audience through the camera. The fear, then, has been 
that introduction of the camera into the committee room 
could turn committee meetings into a mini—Question 
Period type of circus. This past summer, Blaine 
Thacker, MP, Chairman of the legislative committee 
reviewing Bill C-86 (an Act to amend the Immigration 
Act) was quoted as saying his Committee’s 
deliberations on the contentious Bill would not be 
broadcast for fear that Committee members would 
grandstand for the cameras and thus detract from the 
real business of the committee. 


During the 1991-92 sitting of 
the House, there were 1,030 
committee meetings 


involving some 1,927 hours 
of committee sitting time and 
3,142 witnesses. 


During the 1991-92 sitting of the House, there were 
1,030 committee meetings involving some 1,927 hours 
of committee sitting time and 3,142 witnesses. These 
figures include the activities of all standing, standing 
joint, special, special joint committees and their 
sub-committees. This level of activity produced 2,691 
pages of committee report, in 78 separate reports to the 
House, containing some 1,204 recommendations. 


Nearly all MPs are members of at least one and often 
more committees, both legislative and standing, and 
spend a considerable amount of time and effort 
preparing for and participating in these meetings. 
Usually, membership on a particular committee is a 
direct reflection of the Member’s constituency 
responsibilities. It seems important to Members, then, 
that this largely unseen yet important contribution 
receive some attention from the general public, and 
broadcasting is one obvious way to do this. 


On a broader level, Canadians are reported to be losing 
respect for Parliament as an institution. The reasons for 
this are many, but an important one is the fact that most 
Canadians do not have the opportunity to get a balanced 
view of what Parliament is, how it works and what it is 
currently working on. Broadcasting committee 
proceedings offers one opportunity to get a more 
balanced view. There is much hard work, much of it 
rather dull and not glamorous, done through the 
committee system; broadcasting some of it would help 
to offset the often negative information that currently 
finds its way into media reporting. 


With some 20 standing committees and a variable 
number of legislative, joint and special committees, yet 
another dimension to be considered is the need for 
fairness in the distribution of limited broadcast 
capability among the various interests. The House 
Management Committee dealt with this by stating the 
expectation that the House Leaders (who would be 
responsible for deciding what committees got access to 
the system) “...take into consideration such matters as 
public interest in an issue, as well as fairness to 
different committees, and different parties and 
Members”. 
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The Experiment 


The report of the House Management Committee, 
subsequently adopted by the House in March 1992, 
provides a set of conservative guidelines for the 
six—month experimental broadcasting of committees. 
The experiment effectively began on 27 April 1992, 
when the broadcasting facilities were made available to 
committees. 


One committee meeting room (the Railway Committee 
Room in the Centre Block) has been equipped for 
broadcasting and this room must be shared by all 
committees wanting their proceedings telecast. 
Competing demands are to be sorted out by the House 
Leaders and, when they cannot agree, by reference to 
the House Management Committee. The recording of 
the proceedings is under the direct contro] and 
supervision of House of Commons personnel. 


The guidelines and policies in place for the 
broadcasting of the House itself apply to committees. 
This means that camera positions are stationary; that the 
camera remains on the person speaking (although this 


rule has recently been relaxed for the House to allow for | 


more than just head and shoulders shots); that 
proceedings are recorded by available light (there are no 
bright supplementary or spotlights); and that the 
proceedings are recorded in full, from gavel to gavel. 
The proceedings are carried live on the House of 
Commons television network (OASIS) and, when 
re—broadcast later on the Parliamentary channel, must 
carry the date and time of the meeting continuously on 
screen. 


As part of this package of interim guidelines, electronic 
media are permitted to plug into the House of Commons 
sound feed at any public committee meeting. Direct 
recording of sound by means other than plugging into 
the House system and the use of cameras other than 
those operated by House personnel are not permitted. 


Since the experimental period began at the end of April, 
use of the broadcasting facilities by committees has 
been fairly light. The Public Accounts Committee has 
been the major user, with one or two other committees 
making infrequent use. Late in May, the Chairman of 
the Liaison Committee of Committee Chairmen, David 


McDonald, wrote to his members to remind them of the | 


availability of the service. Change does not come 
quickly in Parliamentary institutions. 


Impact on the Office 


Introduction of television to PAC meetings has had 


minimal direct impact on the Office. The mechanics of — 
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covering the meeting by the experienced House of 
Commons personnel are smooth, low-key and 
unobtrusive. 


Floor coverage is provided by three tripod—mounted 
cameras, each of which is mounted on an elevated 
platform about three feet above the floor. Two cameras 
cover one side each and the witness end of the table, 
while the third covers either side and the Chairman. 
When the speaker changes, the new speaker is covered 
by simply switching to another camera, so there is 
minimal distracting movement of the camera units. 
Sound pickup is from the regular table-mounted 
microphones. Switching and production control are 
handled in a control room adjacent to but closed off 
from the committee room. There are no monitors 
visible. This is about as unobtrusive as television 
coverage ever gets. 


One reason for the minimal 
impact on the Office may well 
be the relatively small 
percentage of meeting time 
taken up by Office 


representatives as compared 
to Committee members 
posing questions and 
departmental officials 
providing answers. 


One reason for the minimal impact on the Office may 
well be the relatively small percentage of meeting time 
taken up by Office representatives as compared to 
Committee members posing questions and departmental 
officials providing answers. In a sample of five 
televised meetings covering three topics lasting a total 
of 504 minutes of on-air time, the Office occupied, or 
was On-air, just over 68 minutes or 14 percent of the 
time. Of that total of 68 minutes, the Auditor General 
was speaking for about 59 minutes, or 85 percent of the 
time while Principals spoke for a relatively short period 
of about nine minutes. The bulk of the Auditor 
General’s time would have been occupied in delivering 
opening statements, while the Principal is usually called 
upon well into the meeting to clarify matters of detail, 
by which point there has been an opportunity for the 
Principal to become comfortable with the television 
setup. In effect, the Office is able to lead with its 
experienced speaker (the Auditor General) and let the 
OAG staffer who may have had no opportunity to gain 
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experience with television get accustomed to the setting 
before going on—camera. 


Note: The topics covered in these five hearings, all 
from the Auditor General’s 1991 report, were: COSICS 
audit note; Chapter 5—Innovation Within the 
Parliamentary Control Framework; Chapter 7— Vehicle 
Fleet Management. 


At this point, there is no empirical evidence available 
concerning the indirect impact of televised PAC 
hearings on the Office. But informal evidence would 
suggest that the taped hearings are watched by some 
number of Ottawa public servants. They are watched 
by other legislative auditors, and the Parliamentary 
Channel does have a following among the general 
public. At the conclusion of each taped replay of a 
hearing the telephone number of the Procedural Clerk of 
the PAC is shown on the screen with an invitation to 
call to obtain further information about the hearing. 
The Clerk reports that there has been little response to 
this invitation. But even so, more Canadians now have 
some awareness and appreciation of the work of the 
Office and how Parliamentarians deal with it. 


A 1990 analysis of the Parliamentary Channel, done by 
the CBC, revealed some interesting statistics. The 
service is available to some 6,390,000 households 
through about 557 cable companies nationwide. With a 
number of caveats about measurement problems, this 
analysis estimated that the live and replay (during the 
evenings) broadcasts reached a total cumulative weekly 
audience of around 839,000 adults, about 4% of the 
adult population. The percentage of the adult audience 
captured (watching at any point in time) was estimated 
at 0.1% of the total available. This analysis was done 
before the advent of televised committee proceedings so 
their impact of viewership would not be reflected in 
these numbers. The important thing for the Office is 
that its work is now directly exposed to an audience 
which formerly was not directly available. 


Conclusion 


The major risk to the Office inherent in televised 
committee proceedings is that of undermining the 
credibility of the audit report through inadequate 
presentation of Office positions on camera. The 
experience to date would suggest that this risk is indeed 
minimal. The Auditor General and those at the table 
with him come across as professional, reasonable and 
credible. 


Department representatives have had a little more 
difficulty and this is perhaps a reflection of the fact that 
their role in front of the Committee tends to be a little 


trickier. The very human tendency to be defensive does 
not come across well on television. 


At least to this observer, broadcasting seems to have led 
to tighter and more focussed questioning by members of 
the PAC. Usually businesslike and non-partisan in the 
way it does its work, the Committee seems to be trying 
even harder to convey this impression. The result is 
more productive meetings. 


On balance, the introduction of broadcasting to the 
committee process, at least for this one Committee, 
appears to have had nothing but positive results. 


The following graphs illustrate the proportion of time taken by 
participants at hearings. 


COSICS PROJECT - Para. 2.54 to 2.60 
1991 Auditor General’s Annual Report 
30 April, 1992 


PAC 
59.29 49% 


AUDIT 
PRINCIPAL 
4.75 4% 


AUDITOR 
GENERAL 
13.66 11% 


(Broadcast calculated at 120.00 minutes) 


DEPT 
42.3 35% 


COSICS PROJECT - Para. 2.54 to 2.60 
1991 Auditor General’s Annual Report 
5 May, 1992 


PAC 
26.33 29% 


AUDIT 
PRINCIPAL 
282% 


AUDITOR 
GENERAL 
10.16 11% 
(Broadcast calculated at 89.99 minutes) 


DEPT 
51.5 57% 
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Chapter 5—Innovation within the 
Parliamentary Control Framework 
Auditor General’s Annual Report 

12 May, 1992 
PAC 


28.88 32% 


AUDIT 
PRINCIPAL 
1.18 1% 


AUDITOR 
GENERAL 
14.22 16% 


DEPT 
45.72 51% 


(Broadcast calculated at 90.00 minutes) 


Chapter 5—Innovation within the 
Parliamentary Control Framework 
Auditor General’s Annual Report 
14 May, 1992 


PAC 
34.99 39% 


AUDITOR 
GENERAL 


Seni 15.38 17% 


39.63 44% 


(Broadcast calculated at 90.00 minutes) 


Chapter 7 — Vehicle Fleet Management 
1991 Auditor General’s Annual Report 
11 June, 1992 


PAC 
57.46 50% 


AUDIT 
PRINCIPAL 
1.08 1% 


AUDITOR 
GENERAL 


ait 6.08 5% 


49.38 43% 


(Broadcast calculated at 114.00 minutes) & 
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Appointment to PAC 


The Honourable Alan Redway, Progressive 
Conservative Member of Parliament for Don Valley 
East, Ontario, was named to the membership of the 
Public Accounts Committee effective 8 May 1992. He 
replaced Bill Casey, who was Vice-Chair of the 
Committee. 


First elected to the House of Commons in 1984, 
Mr. Redway served previously as Vice-Chair of the 
PAC and was an interested, active and productive 
member. 


Between 1989 and 1991 Mr. Redway was Minister of 
State for Housing. Before entering federal politics he 
was Mayor of the City of East York (1977-1982), and a 
partner in the Toronto law firm of Frost and Redway 
(1964-1984). He holds an LL.B from Osgoode Hall 
Law School and a Bachelor of Commerce degree from 
the University of Toronto. 


Mr. Redway is married and has two daughters. * 


Errata 


The Volume 10, No. 3 issue of Opinions 
contained two errors. 


In the Reflections column we identified Charles D. 
Gonthier as Chief Justice. In fact, his proper title is 
The Honourable Mr. Justice Charles D. Gonthier. 


In the French version of the article beginning on 
page 3, the word “‘publiques” should have been 
spelled “‘publics”, as it was within the text of the 
article and in the Table of Contents. By the time 
we noticed our mistake, the issue had already gone 
to the printer. 


We regret our errors and any inconvenience they 
might have caused. 
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CIDA’s appearance at PAC revisited 


by Stephen Dixon, Vice-President, Finance and 
Corporate Information, Canadian International 
Development Agency 


Accountability in the public sector is a concept that has 
received its fair measure of attention over the years. 

Yet its application in the modern state often creates 
confusion and conflict amongst academics, 
professionals, public servants, ministers, politicians and 
the public. This article explores some of the 
complexities of accountability in the federal Public 
Service particularly as they apply to the Canadian 
International Development Agency (CIDA). It provides 
a somewhat different perspective than that provided in 
the article by Peter King entitled “Public Accounts 
Committee Scrutiny of Canadian International 
Development Agency’s Accountability” that appeared 
in Volume 9 No. 3 of Opinions. 


CIDA appeared before the Public Accounts Committee 
on two occasions last fall to discuss the Agency’s role in 
the establishment of a coal washing plant in Pakistan in 
1975. The 1990 Report of the Auditor General 
observed that the lack of a complete feasibility study 
led to a non—productive expenditure on this aid project 
in Pakistan. CIDA agreed that value for money had not 
been obtained and suggested that it could not be held 
accountable for all aspects of large integrated projects 
when working in co-operation with a sovereign foreign 
government. Although it is unorthodox, some might 
even suggest foolish, for public servants to go on the 
record stating that there are limits to their 
accountability, the Agency felt that it was important for 
members of the Public Accounts Committee to be 
informed on the implications of the observations and 
recommendations being made by the Auditor General. 


CIDA is accountable to the Minister, who in turn is 
accountable to Parliament, for the administration of the 
aid budget consistent with government policy. On 
behalf of the Minister, the Agency explains government 
policies and answers questions related to its stewardship 
of funds. As was evident at the Public Accounts 
Committee discussions, this aspect of the accountability 
process is alive and well. 


In Peter King’s article which described CIDA’s 
appearance before the Committee, he noted that ‘“‘it is 
vital for an audit to identify and develop a sound 
understanding of a department’s or agency’s 
accountability...” While it is easy to accept that one of 
the conditions for a successful audit is a full and 
thorough understanding of an organization’s 


accountability, the implication that the Agency’s 
accountability was fully understood by the audit team is 
perhaps an overstatement. Hopefully, one of the major 
benefits to be derived from the extensive time and 
resources that have been devoted to this subject by both 
the OAG and CIDA is a recognition that it is important 
to improve our communication and understanding of the 
complexities surrounding the subject. 


Although many argue that accountability should be, and 
in fact is, clear and simple in the public sector, there are 
many others who recognize that it is not. A 
fundamental problem in agreeing on definitions of 
accountability stems from the differing expectations of 
government organizations. One view is that public 
sector organizations exist strictly to implement policies 
articulated at the Parliamentary and Executive levels 
and that the prime focus is on controlling activities to 
ensure conformity with the agreed policy direction. 
Another view is that they should be participative, 
innovative, risk-taking and client—focussed 
organizations that adapt to changing circumstances 
rather than following a top—down blueprint approach. 
Today’s public sector organizations must try to satisfy 
the compliance expectations of the first and the 
contemporary management practices and realities of the 
second. These differing expectations often confuse and 
even bring into conflict aspects of public sector 
accountability. 


A recent article by Otto Brodtrick in the publication 
“The Well—Performing Government Organization”, 
published by the Institute of Public Administration of 
Canada, explores the complexities of public sector 
management and accountability. Mr. Brodtrick uses the 
analogy of a soccer game to contrast the private and 
public sectors. ‘The private sector sees organizations 
as traditional soccer teams playing a traditional game. 
There’s a coach, a team captain, players with assigned 
positions, and established rules for scoring goals. 
Everybody knows at any given time what the score 
is—and which team is winning.” Mr. Brodtrick goes on 
to say that “In the public sector organizations we also 
have a team, but here the resemblance ends. The team 
plays on a round field surrounded by numerous goals. 
There is no fixed number of players. Players enter and 
leave the game sporadically, and there are numerous 
balls of various sizes. The players kick these balls at 
any one or another of different goals. Sometimes balls 
are kicked in from outside the field. While the game is 
being played, men in green overalls move the goal posts 
around. And nobody knows who is winning or losing.” 
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He concludes that “‘Any consideration of good 
performance by government organizations must take 
this complexity into account, for such simple measures 
as low cost or absolute efficiency (the goal posts of the 
traditional game) are woefully inadequate.” 


The complexity referred to above is evident in virtually 
every aspect of CIDA’s business. CIDA oversees a 
multi-billion dollar Official Development Assistance 
(ODA) budget in over 160 countries around the world 
with a staff of a little over 1100 employees in Canada 
and 200 overseas. In fact CIDA never acts entirely 
alone. The Agency works jointly with a wide variety of 
agents and partner organizations; with thousands of 
consulting companies and goods suppliers; with more 
than 500 Canadian or international non-governmental 
organizations; with more than 50 multilateral 
organizations; with scores of educational institutions; 
with the provincial governments; and above all, it works 
jointly with the governments of those countries to which 
it provides Canadian aid. The Public Accounts 
Committee recognized that CIDA must share risk and 
responsibility in all projects in which it decides to take 
part with partners. Part of this sharing of risk and 
responsibility must include a reasonable degree of 
reliance by the Agency on its agents and partners to 
adequately discharge their responsibilities. To do 
otherwise would mean that duplication of efforts and 
costs would be unacceptable. 


In addition to operating through a vast number of 
agents, CIDA uses a wide variety of financing 
mechanisms. These differing mechanisms are used to 
tailor the financial assistance to the specific 
development requirements of the country and to 
Canada’s domestic capacity. 


At one end of the spectrum, the Agency delivers the 
Canadian ODA through a traditional bilateral project, 
which involves the use of Canadian goods and services 
to meet the specifically identified need in the recipient 
country. Such projects, for example the construction of 
a power transmission line, are subjected to the full 
range of CIDA’s planning and control procedures 
including full feasibility studies. As part of its 
testimony before the Public Accounts Committee, the 
Agency demonstrated that it is not short on planning 
and control procedures by presenting its seven volumes 
of bilateral project management manuals which 
comprise only one of 14 sections of CIDA’s procedures. 


At the other extreme of this range of financing 
mechanisms are the highly liquid transfers which are 
designed to provide balance of payments or other 
structural adjustment support. These activities are not 
always directed at an identifiable investment in either 


human resources or infrastructure, but rather help the 
government to conserve foreign exchange in order for it 
to achieve other broader developmental objectives. 


This latter point was emphasized in the Government’s 
formal response to the Public Accounts Committee’s 
Fourth Report to the House which stated that ‘“We have 
learned over the years that some of the most effective 
development is achieved by the developing countries 
themselves when they are able to shape and drive their 
development activities. Those countries understand 
their economic, social, cultural, and environmental 
conditions better than anyone.” 


So what does all this mean in terms of CIDA’s 
accountability for expenditures under the ODA 
program? It means that observations and 
recommendations on “‘what” the Agency is accountable 
for and “‘how” it should exercise that accountability 
must take into consideration the realities of government 
policy and practice, including: 


(i) the delivery of ODA in over 160 countries; 


(ii) the utilization of the Canadian private sector and 
recipient country capabilities to the maximum 
extent possible; 


(iii) the variety of recipient country needs; 
(iv) the range of financing mechanisms utilized; 
(v) the limited size of CIDA staff; and 


(vi) the other foreign policy objectives that must be 
considered. 


The Agency takes the observations and 
recommendations of the Auditor General and Public 
Accounts Committee seriously. The Government’s 
formal response to the Public Accounts Committee 
noted that the nature of the Agency’s accountability 
“has been examined extensively in the Strategic 
Management Review Report recently completed by the 
management consulting firm, SECOR, after a year’s 
study of the Agency’s operations...” and that “‘we will 
clarify as much as possible CIDA’s accountability and 
the manner in which the Agency interacts with others 
involved in the delivery of the program.” 


In seeking to further clarify accountability, we must 
keep in mind that the application to most of our public 
sector organizations of a private sector model of good 
performance is no panacea. We must remember that the 
“team plays on a round field surrounded by numerous 
goals.” Improved understanding and agreement can be 
achieved through meaningful communication and a 
healthy exchange of knowledge and experience. CIDA 
is committed to such a process as it continues to deliver 
a program which has been internationally recognized as 
one of the best.* 
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Communicating with Parliamentarians: 
lessons from an Australian experience 


by Michael Ryan, Director, Audit 
Operations 


Michael Ryan recently returned 
from an exchange with The 
Australian National Audit Office. 
That Office seconded him to the 
Commonwealth of Australia 
Parliament House on two different 
occasions. In this article Michael 
describes his experience and 
comments on some lessons learned. 


1"? 
. 


“An alien in Parliament House 
No! This isn’t the title of the 
newest science fiction film but the 
story of a Canadian’s experience in 
Australia’s Parliament House. 


During my period of exchange 
Down Under, the Australian 
National Audit Office twice 
seconded me to the Secretariat of 
the Joint Committee of Public 
Accounts. This provided me with a 
rare and unique opportunity to see 
the political process in operation 
and form some first-hand views on 
communicating with 
parliamentarians. 


The National Audit Office usually 
has one or two officers working 
with the Secretariat of the Joint 
Committee of Public Accounts. 


Public accounts committees are 
significant clients for legislative 
audit offices. Legislatures often 
send audit reports to such 
committees for review and 
follow-up, and the committees 
initiate inquiries to investigate 
matters identified in audit reports. 


The Australian Constitution 
provides for a two-part Parliament 
composed of a Senate and a House 
of Representatives. Both Houses 
are elected. The House of 
Representatives can originate 


monetary supply bills; however, the 
Senate must pass all legislation. 


Committees exist within each 
Australian House of Parliament, 
and there are as well a number of 
joint committees. The Joint 
Committee of Public Accounts has 
participants from both Houses, in 
contrast to the Canadian, which 
serves exclusively as a Committee 
to the House of Commons. A 
member of the political party in 
power chairs the Australian Joint 
Committee of Public Accounts, 
while a member of the Opposition 
chairs our Public Accounts 
Committee. 


The Joint Committee of Public 
Accounts has a number of 
sub-committees. Secretariat 
resources are provided primarily by 
one of the five Parliamentary 
departments. 


Committee staff provide 
administrative support for 
sub-committee hearings, conduct 
research and provide drafting 
support for Committee reports. 
Witnesses from the private and 
public sectors respond to calls by 
committees. During hearings, 
officers from the Department of 
Finance and the Australian National 
Audit Office sit at the 
sub-committee table as advisors to 
the Members of the House of 
Representatives and Senate. 


While with the Committee 
Secretariat, I worked on the Inquiry 
into Research and Development. 
This provided an opportunity for 
me to apply the experience I had 
gained leading the efficiency audit 
of external fund generation and 
commercialization of Australia’s 
largest research and development 
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organization, the Commonwealth 
Scientific and Industrial 
Organisation. 


U 


The first volume of the Inquiry 
report, Public Sector Research and 
Development: Volume 1, includes 
chapters which I drafted: the theme 
chapter, “Commercialization of 
Research” and two entity—specific 
chapters, “The Commonwealth 
Scientific and Industrial 
Organisation” and “The Defence 
Science and Technology 
Organization”. 


Observations 


Several elements of the 
Parliamentary environment to 
which legislative auditors direct 
their reports stand out. 


1. The Australian Parliament has a 
large number of Committees. 
Committees such as the Joint 
Committee of Public Accounts may 
use sub-committees to undertake a 
number of inquiries at the same 
time. 


2. Members of the House of 
Representatives and Senators are 
very busy individuals. Besides 
sitting on a number of committees 
and sub-committees, they must use 
the hours of their long day: 


@ to sit in Parliament — 
sometimes to the wee hours of 
the morning; 


@ to meet with their party caucus 
and caucus faction; and 


®@ torespond to the needs of their 
Visiting constituency and 
relevant interest groups, not to 
mention the requirements of 
their personal and social lives. 


The difficulty in finding time slots 
for sub-committee meetings and in 
meeting quorum, in addition to the 
coming and going of members 
during hearings, are evidence of the 
demands on their time. A 


leadership challenge was under way | 
while I worked at Parliament House | 


and an election was looming within 
the year. These factors influenced 
time availability. 


... members of the 
Joint Committee of 
Public Accounts... 
appeared to 
demonstrate...less 


political behaviour 
than did other 
committees | have 
observed... 


3. Despite demands on their time, 
members of the Joint Committee of 
Public Accounts reflected a high 


level of dedication to public service 


economy, efficiency and 
effectiveness objectives and 
appeared to demonstrate relatively 
less political behaviour than did 
other committees I have observed 
in Canada and Australia. 


4. The Committee was very open to 
new thoughts and ideas; for 
example, at points other than during 
my secondment to Parliament 
House, the Committee requested 
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that I describe the independence of 
the Canadian Auditor General and a 
sub-committee called on me to 
provide an in-camera briefing on 
one of my audit clients. In 
addition, the Department of the 
House of Representatives requested 
a speech on the accountability of 
state enterprises and the 
Department of the Senate requested 
a presentation on program 
evaluation in Canada. 


5. To the extent that the Committee 
was any indication, politicians and 
staff supporting them are subject to 
information overload. The 
production of the Australian 
National Audit Office alone 
resulted in three or four new audit 
reports each month. The Research 
and Development Inquiry had 
cabinets of documentary evidence, 
booklets of hearing transcripts and 
a great deal of related material. 


6. Members of the House of 
Representatives and Senators 
collected enormous amounts of 
information in the oral mode, in 
staff briefings, sub-committee 
briefings, committee hearings, field 
tours and general committee 
meetings. Sub-committee staff 
presented materials in short, 
digested notes with suggested 
questions for hearings. 


7. Given their interest in a broad 
range of topics, Members of the 
House of Representatives and 
Senators would spend relatively 
short periods on one topic. 


8. Individual committee members 
had special interests to which they 
continually returned, for example, 
cases of lack of efficiency in 
government operations, 
immigration of criminals to 
Australia, and accountability of 
state enterprises. These were in 
addition to a strong interest in 
current political and media topics, 
and issues related to their 
constituencies. 


9. Members of the House of 
Representatives and Senators relied 
on their personal staff and 
committee secretariat staff for 
assistance. The personal staff of 
committee members provided 
continuing aid and each 
sub-committee had the services of 
one, two or, on occasion, three staff 
members to support its work. 


10. Members of the House of 
Representatives demonstrated their 
awareness that an election was 
coming up within a short period of 
time given their three-year term 
whereas Senators are elected for six 
years. 


Checklist for auditors 


My experience in the Australian 
Parliament House would suggest 
that legislative auditors might 
consider the following ten—point 
checklist when writing reports for 
legislative audiences. Remember: 


Keep legislators in mind when 
drafting your audit report. 


@ Legislators cannot help you to 
bring about the change 
recommended in your audit 
report if they do not know your 
report exists, or if they do not 
realize what your report covers 
or how it may help them to 
satisfy their needs and meet 
their objectives. 


e@ Legislators do not belong to 
one homogeneous group. They 
represent a country’s regions, 
languages, cultures and 
occupational groups. The audit 
report may relate to the 
interests of Members and 
Senators from any or all of 
those groups. 


e Legislators are individuals as 
well as members of groups. As 
individuals they have specific 
personal interests, not to 
mention the attention they 
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direct to the economic, social 
or cultural topics areas they 
monitor for their party. A 
review of their speeches and 
comments in Parliament should 
reveal individual interests. 


Certain legislators are in a 
better position to facilitate the 
type of change identified in the 
audit report; one may want to 
consider these legislators when 
drafting the audit report and 
surrounding communication. 


Legislators are busy 
individuals. Your report 
competes with many other 
communication events in the 
political environment; the more 
a legislative auditor presents 
information in a consumable 
form, the greater the 
probability the report will be 
consumed, 


Legislators rely heavily on 
personal staff, committee staff, 
researchers and librarians. 
Significant components of a 
target audience, they can 
facilitate communication with 
legislators by including audit 
report material in information 
capsules provided to legislators 
in the parliamentary reports 
they draft. 


Legislators and their staff 
monitor topics covered in the 
mass media and newspapers 
closely; media coverage of an 
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audit report can increase the 
possibility that legislators and 
parliamentary staff will 
respond. 


e@ Legislators often function in 
the oral communication mode; 


consideration of various media 
for transmitting and reinforcing 


audit messages may increase 
probability of usage. 


@ The attention of a legislator 
may change as new issues 
emerge. Events subsequent to 
the issuance of the audit report 
might make a given report 
relevant to a legislator six 
months after publication. This 
can happen if a legislator 


informed committee staff of the 


availability of the relevant 
information. In such 
circumstances this would 
contribute to increased use of 
audit reports. 


Monitoring response to the report 
can serve as a test of report writing 
effectiveness, however defined. If 
the desired response does not 
emerge, it is time to send out 
supplementary information to 
ensure effectiveness. 


My exchange with the Australian 
National Audit Office offered a 
unique experience in Parliament 
House. 


The Joint Committee of Public 
Accounts accepted a foreigner with 
openness and integrated me into its 
ongoing operations; this reflects 
well on the positive relations 
between Canada and Australia, as 
well as relations between the 
Committee and the Australian 
National Audit Office. The 
Australian Office used one of its 
key developmental slots to enrich 
my experience in Australia. This 
was typical of the courtesy 
accorded during the entire 
assignment. 


A new accounting 
Vocabulary 


The Translation Bureau, which 
provides translation, interpretation 
and terminology services to the 
Canadian government, has 
published a Vocabulary of Public 
Sector Auditing. This 
English—French/French—English 
Vocabulary is the product of the 
joint efforts of a team of 
translators, terminologists and 
specialists in the public sector 
auditing. 


Specialists from the Office of the 
Auditor General of Canada and 
the Language Services of the 
Canadian Institute of Chartered 
Accountants contributed to this 
volume. 


The terms included in the 
Vocabulary are those commonly 
used in auditing. There are 
approximately 1,300 concepts and 
360 definitions, together with a 
French-English glossary and two 
appendices. A valuable working 
tool for the auditor, this 
Vocabulary will provide quick 
access to the appropriate 
terminology and ensure consistent 
usage within the audit community. 


The Vocabulary of Public Sector 
Auditing can be purchased by 
writing to Canada Communication 
Group — Publishing, Ottawa, 
Canada, K1A 0S9. For United 
States orders, write to 
International Specialized Book 
Services, Inc., 5602 NE Hassalo 
Street, Portland OR 97213, U.S.A. 
Orders for France, Germany, Italy, 
Belgium should be addressed to: 
Abbey Bookshop, 29, rue de la 
Parcheminerie, 75005 Paris, 
France. For other countries, mail 
orders to: Books Express, P.O. 
Box 10, Saffron Walden, Essex, 
CB11 4EW, Great Britain. Please 
contact the distributor nearest you 
for the exact price. & 


Group consultations in VFM — two 
case histories 


by Gérald Gaudet, Director, Audit 
Operations, and Ginette Moreau, 
Director, Audit Operations 


In 1991, the Office presented 
reports on the value-for-money 
audits of the Library of Parliament 
and the Translation Bureau. For 
these two audits, the auditors used 
group consultation techniques to 
study the work climate. This article 
seeks to present the particular | 
reasons which prompted auditors to | 
use certain consultation techniques 
for two very different entities and to 
report on the results and the 
experience. 


In the audit of the Library of 
Parliament, the survey phase had 
raised several questions relating to 
human resources management. 
Many grievances regarding 
classification and job evaluation 
had been submitted to the Staff 
Relations Board and the Canadian 
Human Rights Commission. | 
Among a large group of employees, 
there was also repeated criticism of | 
the performance appraisal process, 
and some degree of animosity 
among various groups of employees 
was noted. 


The Translation Bureau had been 
undergoing major changes for over 
five years, in particular staff 
cutbacks, accompanied by an 
increasing use of contracting out. 
These changes caused great 
uncertainty among staff as to the 
future of the organization. Several 
managers and staff complained that — 
morale was suffering severely. At 
the same time, the Standing 
Committee on Public Accounts 
recommended that the Auditor 
General include work climate in 
examining the repercussions of 
contracting work out. These two 
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issues prompted us to try to assess 
the work climate and determine 
whether there was any relation 
between that climate and increased 
use of contracting out. 


It was, therefore, for very different 
reasons that the two audit teams 
used employee consultation 
techniques. However, they had the 
same objectives: 


@ to paint as accurate a picture as 
possible of the state of morale 
within the organization; 


e@ to identify, using this exercise, 
elements which would 
corroborate the observations 
arising out of the examination 
phase; and 


® to formulate conclusions and 
recommendations to correct 
problems observed. 


Methodology selected 


The methodology used for both 
audit projects made use of several 
survey techniques: the focus group, 
the nominal group and, in the case 
of the Translation Bureau, a 
questionnaire to all employees. 


The focus group technique is used 
to produce a picture of the situation 
within the organization and to aid 
familiarization with its specific 
context in order to identify the main 
factors which influence the 
dynamics of the organization. It is 
also designed to validate the 
relevance of the consultation tool 
among representatives of the 
agency being audited. This 
technique has the advantage of 
identifying quickly the most 
important features of a situation and 
verifying that they are understood, 


taking into account the clientele 
and the environment. 


This phase did provide the auditors 
with a better understanding of the 
specific context of the organization. 
Indeed, the focus group exercise 
enabled us to adapt our subsequent 
approach to the vocabulary used 
within the organization and 
formulate more relevant and more 
specific questions, which made our 
consultation more effective. 


During the second phase of the 
project, we used the nominal group 
technique in a number of 
consultation groups. These fairly 
homogeneous groups comprised 
about fifteen people. This technique 
enables each participant to give an 
opinion on the things which seem to 
him or her most positive and most 
negative in a given situation. For 
this we use the consultation tool 
previously validated by focus group 
members. Participants are then 
asked to comment on the general 
situation and explain and justify 
their points of view. 


...the first phase 
circumscribes the 
field of research, 
the second 


attempts to 
identify the main 
tendencies...within 
the field thus 
defined. 


In other words, while the first phase 
circumscribes the field of research, 
the second attempts to identify the 
main tendencies, whether 
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perceptions, opinions or viewpoints, 
within the field thus defined. 


In the case of the Translation 
Bureau, auditors used a 
questionnaire in a third consultation 
phase. By giving all employees an 
opportunity to express their views 
on questions deemed important, this 
third level of consultation served to 
corroborate further the results of the 
first two stages. 


Group consultations 
successful 


In both audits, the use of group 
consultations had positive results. 
They: 


@ confirmed impressions and 
observations from the study; 


@ provided management in the 
organizations with objective 
data it did not have before; 


@ enabled us to analyze the 
causes of the problems; 


® highlighted the gaps between 
the theoretical and practical 
aspects of the existing systems; 


®@ helped identify audit issues; 


® supported the overall results of 
the audit; 


® identified solutions; and 


@ provided a high level of 
confidence in the data 
collected. 


We conclude from these 
applications that the consultation 
techniques lend themselves well to 
qualitative areas. We found them 
useful for revealing predominant 
trends, thus preventing minority 
opinions from having a 
disproportionate impact. In both 
audits, consultations were carried 
out within a short time and at a 
relatively low cost. 


In the case of the Translation 
Bureau, the consultation allowed us 
to consult a large group of people, 
over 1,000 employees. The opinion 
of the majority clearly confirmed 
our own observations. 


Requirements of 
group consultations 


Although neither of the audit teams 
stumbled over pitfalls during these 
consultation exercises, our 
experience showed that pitfalls did 
in fact exist, and that it is important 
to recognize and avoid them if we 
are to derive maximum benefit 
from such exercises. From our 
experiences we drew a number of 
conclusions: 


Group consultations require 
very careful co-ordination. 
Hence it is best to obtain as 
much co—operation as possible 
from the management and staff 
concerned. This is especially 
important in workplaces where 
this procedure causes 
disruptions that could interfere 
with service to the clientele or 
lead to overtime costs; 


The goals and 
objectives of the 
consultation must 


be clearly stated 
before it begins. 


the goals and objectives of the 
consultation must be clearly 
stated before it begins. It is not 
a “fishing expedition” and we 
believe management must not 
perceive it as such; 


management must, in our 
opinion, thoroughly understand 
the process and be convinced 
that the methodology is sound; 


@ the rules of the game regarding 
the confidentiality of any 
information obtained, must be 
clearly agreed upon by the 
auditors, management, and 
staff consulted. An atmosphere 
of trust must prevail in order 
for the consultation to work; 
and 


@ in our opinion, to use such 
consultation techniques, expert 
consultants are needed. To 
succeed, these processes 
require not only specialization 
in survey techniques but also 
knowledge of psychology, 
particularly in the field of 
group dynamics. During our 
two audits, these skills enabled 
us to guide the discussion 
better, to encourage maximum 
communication, to avoid the 
pitfalls that could have made 
the results invalid, and lastly, to 
identify and explore important 
subjects. 


Use of group 
consultations in 
auditing 


Group consultations are not 
designed to replace traditional audit 
procedures but to supplement them. 
Without wishing to extrapolate 
premature generalizations from 
these two cases, we believe they are 
particularly suited to qualitative 
areas, where the scope, complexity 
and nature of a question make 
traditional audit approaches 
awkward. We feel they are useful 
to analyze a complex situation in a 
large population. 


Finally, group consultations serve to 
collect evidence in difficult areas, 
such as work climate and certain 
aspects of operational effectiveness 
and service to clients.* 
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Scoping a value-for-money audit 


by Raymond L. Foote, Principal, Industry, Science and 
Technology Group 


This article is based on a study entitled “Setting the 
Scope of Value-for—Money Audits in Departments and 
Agencies”. The study was completed on 31 December 
199]. Copies are available from the Professional 
Practices Group of the Office of the Auditor General. 


Several years ago the then Auditor General, Kenneth 
Dye, commissioned a research study to explore the 
appropriateness of providing additional guidance on 
setting the scope of value-for-money audits in 
government departments and agencies. This study 
resulted in a paper that provides a workable and 
practical approach to scoping such an audit. 


Scoping is the process of identifying the program or 
functional areas the auditor will examine and report to 
Parliament. The scope of an audit is described in a 
“scope paragraph” which identifies the areas audited 
and states the nature and extent of the auditor’s 
examination. 


Scoping begins with an awareness of the strategic 
priorities of the Auditor General, and takes on its 
greatest importance in the planning and reporting 
phases. Scope decisions are subject to review 
throughout the course of the audit, as described in the 
accompanying chart. 


Audit worthiness and auditability 


Audit Worthiness and Auditability are the two 
fundamental principles of scoping. 


Audit worthiness raises the question, ‘‘Should it be 
audited?” by focussing on an audit issue’s general level 
of importance both to the successful operation of the 
entity and to Parliament. 


This judgement is based on a review of the following 
variables: 


a) Materiality — a qualitative and quantitative 
assessment of the financial, human or physical 
resources of the program or function, relative to the 
government’s and the entity’s revenue and expenditures. 


This assessment is ultimately based on the professional 
judgement of the auditor, but the general rule is that the 
program’s resources must represent a significant portion 
of the entity’s total resource base, in order to be 
considered material. 


Audit 
Worthiness: Auditability: 
Mandate 
Evidence/Objectivity 
Human Resources 
Budget 


Materiality 
Risk 
Sensitivity 


Development of Audit Criteria 
Staffing 


Advisory Committee: 
Review of Scope 


The concept of a quantitative materiality limit is 
difficult to apply in a value-for-money audit and 
generally has not been used in this way. In 
value-for-money auditing, materiality usually is linked 
to a broad range of considerations, reflecting dollar 
values as well as the responsibilities and interests of the 
specific users of the report. Such factors as potential 
public, environmental, social or economic impacts are 
likely to influence the decisions of the users of an audit 
report. 


b) Risk — consideration of the possibility that an 
undesirable event will happen, and of its resulting 
consequences. 


Value—for—money auditors usually assess risk using a 
variety of factors, such as the clarity of the entity’s 
objectives and goals; the complexity of its operations; 
the quality of management information, program 
delivery method; nature of the transaction; and degree 
of change in the environment. High risk generally 
raises the level of audit worthiness. 


c) Sensitivity — the auditor’s obligation to be aware of 
the general political and managerial climate, so that the 
auditor can assess the potential impact of audit findings 
on an issue of concern to Parliament, the entity or the 
public. 


Sensitivity requires the auditor to be aware of all major 
factors that might affect the reader’s interpretation of 
the audit report. High levels of sensitivity should not 
automatically exclude an issue from the audit scope, but 
it is very important for the auditor to avoid being drawn 
into a position that could adversely impact on the role 
of the legislative auditor. Biased scope decisions, 
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whether real or perceived, would represent a threat to 
the independence and objectivity essential to the audit 
function. 


Auditability raises the question, “‘Can it be audited?” 
Auditability focusses on the following concerns: 


a) Mandate — the extent to which the audit is consistent 
with the provisions of the Auditor General Act. 


While the Act offers considerable latitude in the scope 
of value-for-money audits, conventional practice 
restricts the amount of work done in two specific 
activities: i) the direct examination of the extent to 
which a program meets its objectives. In this context, 
the Act directs the auditor to draw attention to cases 
where “‘satisfactory procedures have not been 
established to measure and report on the effectiveness 
of programs, where such procedures could appropriately 
and reasonably be implemented”; ii) the amount of 
work performed specifically to detect fraud. While the 
review of existing financial controls should be 
conducted with an ‘‘awareness that fraud, illegal acts 
and improprieties do occur from time to time”, separate 
procedures from those of value—for—money auditing 
should be undertaken in accordance with the policies 
stated in the Comprehensive Audit Manual. 


b) Evidence and Objectivity — evidence refers to the 
source documents, accounting records and all other 
information that an auditor uses in forming a 
professional opinion. Objectivity refers to the auditor’s 
obligation, in conducting the work and arriving at 
conclusions, to be influenced only by the evidence 
obtained in accordance with Office policies and 
practices. Evidence and objectivity require the auditor 
to determine whether the information gathered will be 
sufficient to report on the issue, and to identify the 
criteria to be used in the audit. 


c) Human Resources — the availability of skills and/or 
knowledge required to audit a specific type of program 
or administrative activity. 


Where the required skills are not available in the Office, 
it might be necessary to contract outside expertise. If 
an auditor is unable to assemble an audit team with the 
requisite level of skills, the issue should be excluded 
from the scope of the audit. This decision should be 
noted on file for future consideration in the Office’s 
strategic planning process. 


d) Budget — the financial expenditure needed to conduct 
the work in accordance with generally accepted audit 
standards. 


Given the level of detail that may be required for a 
broadly scoped value-for-money audit, each issue 


should be assessed for its potential significance and the 
cost effectiveness of doing the work. The justification 
for including specific components in the audit scope is 
subject to challenge by senior officers who allocate 
funds, taking into account the need for maximum audit 
coverage of government operations. 


Assurance: A key concern 


Since scoping is the process of identifying the programs 
or functional areas that will be examined and reported 
to Parliament, the auditor must give some attention to 
the level of assurance provided in the report. Assurance 
refers to the degree of confidence the auditor has that 
the report is not inappropriate or misleading. Thus, 
assurance addresses the reader’s understanding of the 
audit report and the extent to which the auditor can 
confidently report conclusions about activities that were 
audited. The scope statement is especially important to 
assurance because it contains the information the reader 
needs to understand the auditor’s conclusions about 
what was audited. 


The degree of assurance an auditor can provide is 
directly related to the objectives of the audit, the 
strength of the evidence and the extent of testing 
required by the scope. The broader the audit scope, the 
greater the work that must be done to provide a high 
degree of assurance. More narrowly scoped audits may 
enable the audit to provide a higher degree of assurance, 
with less work, but may also provide less relevant 
information to Parliament. 


Specific degrees of absolute assurance do not exist, nor 
must the audit formally declare the type of assurance 
being provided in the report. The reader derives the 
appropriate degree of assurance from the information 
contained in the audit scope statement. The auditor can 
give broad assurance when the performance of the 
entity, or the part that was audited, either met or failed 
to meet all the criteria that were used as the basis of the 
audit. Broad assurance does not imply absolute 
assurance, but it does imply that the auditor used a 
range of criteria sufficiently inclusive to lead to a valid 
conclusion about all key activities included within the 
scope of the audit. 


Limited assurance means that the auditor has arrived at 
firm conclusions about some aspects of the audited area 
but has discontinued work on some other components 
that were part of the original scope. In a limited 
assurance type of report, the audit scope statement will 
reveal that the original scope was larger than the scope 
reported. The report may or may not explain why work 
on some components was discontinued, but good 
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reporting practice would generally entail some 
explanation to forestall unwarranted conclusions on the 
part of the reader. In providing limited assurance the 
auditor’s objective is to make the scope statement 
precise, so that the reader can identify the components 
of the initial audit scope where insufficient deficiencies 
were detected to justify continuing the examination. To 
determine which of these issues can be dropped, the 
auditor must have done enough work to justify 
identifying these components as part of the original 
scope of the audit. 


Exception reporting focusses on the deficiencies 
observed with regard to the programs, functions or 
activities included in the scope of the audit. The scope 
statement of this reporting model clearly identifies the 
areas audited and the criteria used in the examination, 
but need not describe the full extent of the work done 
by the auditor. Exception reporting tells Parliament that 
some deficiencies exist in the entity’s operations, but it 
does not mean that all significant deficiencies will have 
been detected. The reported deficiencies relate only to 
the areas identified in the audit scope statement and the 
criteria used for the examination. Therefore, a 
deficiency—based exception report provides only the 
assurance that there are problems in the areas that were 
audited, and that the audit has been conducted in 
accordance with the appropriate standards. 


The selection of a reporting mode providing either 
broad, limited, or an exception type of assurance 
impacts on the scope of an audit. Such decisions must 
be assessed in terms of audit worthiness and 
auditability, to ensure that the scope of the audit is 
consistent with the standards applicable to 
value—for—money audits. 


Conclusion 


The research study provides a framework for the 
qualitative analysis of factors that should be assessed in 
setting the scope of a value—for—money audit. Other 
audit organizations, such as the United Kingdom 
National Audit Office and the United States General 
Accounting Office, use different methods with 
proportionally greater emphasis on early decision— 
making in the planning phase of the audit. Other 
organizations provide an opportunity to compare 
different approaches to scoping and stimulate further 
discussion on the best methods of scoping a 
value—for—money audit. 


Our study establishes a point of departure for such 
discussion based on current scoping practice within the 
Office of the Auditor General.* 
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William F. Radburn elected 
to ICAO Council 


Bill Radburn, M.B.A., 
FC.A., is an Assistant 
Auditor General with the 
Office of the Auditor 
General of Canada. He is 
responsible for the Crown 
Corporations Group, 
which provides 
functional advice to the 
Auditor General and to 
staff and carries out 
annual audits and special 
examinations of certain federal Crown corporations. 


Prior to joining the Office in 1977, Bill was an 
Associate Professor at the University of Ottawa and 
served as Chairman of the Department of Commerce. 
He is actively involved in professional matters, 
currently serving on the Council of the Institute of 
Chartered Accountants of Ontario (ICAO) and on its 
Executive Committee and having served on the 
Canadian Institute of Chartered Accountants, Public 
Sector Accounting and Auditing Committee, where he 
was Chairman for 1989-90. He was elected a Fellow of 
the ICAO in March 1991. 


Bill has been a speaker at various local, national and 
international conferences and is contributor to 
professional journals. 


“Tam most grateful for the support I have received in 
being elected to the Council of the Institute of 
Chartered Accountants of Ontario. This is my fourth 
year serving on Council, and second year as a member 
of the Executive Committee. I have been appointed 
Secretary of the Institute and will also be chairing the 
Administrative Committee and the Membership 
Committee. 


The work of the Institute is interesting and worthwhile 
in and of itself. For example, a review of the education 
system and requirements for admission to the profession 
has been conducted recently and a much improved 
program has been developed to meet challenges of the 
1990s and beyond. 


As well, since most of our Office’s focus is on public 
sector matters, the work of the Institute permits an 
awareness of private sector practices, developments and 
contacts, all of which are valuable in the audit work we 
carry out, particularly in relationship to Crown 
corporations.”’* 
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Environmental auditing: the 
challenge of the 90s 


On 23 June 1992, L. Denis Desautels, Auditor General 
of Canada, gave an address to the International 
Institute of Internal Auditors in Phoenix, Arizona. The 
following article is a shortened version of his 
presentation. 


The subject of my remarks is an issue that will involve 
external and internal auditors as we close out the 20th 
century. It’s expressed by the question: 


How can the audit community help in efforts to protect 
the environment? 


To help answer that question, I’ll be telling you how the 
Office of the Auditor General is responding to the 
growing demand for the auditing of environmental 
issues. 


Environmental concerns 


Of all the issues that confronted me when I took this 
job, the environment was probably the most important. 
Environmental issues span the full spectrum of 
government activities in Canada; I’m sure that this is 
true all over the world. 


The first major wave of public environmental concern 
occurred in the early 70s. Attention was focussed 
largely on aesthetic aspects — belching smokestacks 
and visible pollution of lakes and rivers. Many of the 
visible signs of pollution have now abated. For 
example, controls on phosphates in washing detergents 


and other measures helped reduce the flow of pollutants 
in the Great Lakes. This improved the clarity of the 
water. But little was done to address other, often 
invisible contaminants. 


Efforts were also made to secure a realistic treaty with 
the United States to reduce acid rain. 


The 80s brought another wave of environmental 
awareness. And now, as we’re closing in on a new 
century, there’s a growing public understanding that 
environmental problems are both global and pervasive. 
An example of this awareness is the recent Earth 
Summit in Brazil. 


In recent years, the 
environment has become a 


part of the concept of 
accountability. 


In recent years, the environment has finally become a 
part of the concept of accountability. In the past, many 
business organizations felt their accountability extended 
just to their shareholders and their bankers, and that it 
did not really include much in the way of environmental 
considerations. Now the concept of a “contract with 
society” has emerged. It’s no longer enough to consider 
only maximizing the return on the shareholders’ 
invested capital. Boards of directors and company 
management have to answer for what their activities are 
doing to the environment. 


The term ‘‘sustainable development” focusses attention 
on both the environment and the bottom line. There’s a 
growing recognition that we should not consider one 
without the other, and that the environment is indeed 
natural capital, analogous in many ways to produced 
capital assets, and that it should be accounted for as 
such. 


Environmental concerns have gone beyond health and 
safety factors, and are not likely to disappear, even in a 
time of recession. So, in a little more than a generation, 
we’ ve gone from virtually no environmental concern to 
the realization that we must act quickly and decisively 
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to preserve all life on the planet for the generations that 
will follow us. 


We auditors are not insulated from these concerns. I 
believe that we have a role to play in contributing to a 
better environment. I’ve been thinking of that role 
because, in Canada, as all over the world, 
environmental auditing has achieved a certain profile. 
This applies both in the private sector and at various 
levels of government. 


External auditors are having 
to consider management’s 
response to environmental 


issues as outlined in annual 
reports, and in their financial 
statements. 


Until very recently the public accounting and auditing 
profession, in Canada and elsewhere, has virtually 
ignored the whole field of environmental accounting 
and auditing. This is starting to change, however. 
External auditors are having to consider management’s 
response to environmental issues as outlined in annual 
reports, and in their financial statements. Environmental 
concerns and risks come up more and more often in 
mergers, acquisitions and other transactions; potential 
liabilities have to be considered. Public accounting 
firms which are defendants in numerous and large 
lawsuits could even see their problems expand with 
environmental issues being used in third party liability 
suits. 


Canada’s Green Plan 


In Canada, the involvement of auditing in the | 
environment took on new significance last year when | 
the government unveiled the centrepiece of its policy in 
the form of a Green Plan for the Environment. 


The Green Plan is designed to be an environmental 
action plan, involving expenditures of an additional | 
three billion dollars over six years, to supplement | 
existing environmental budgets. This may not sound | 
like a lot of money in relative terms but the focus of the 
plan is not on the federal government throwing money 

at the problems to solve them. 


To provide leadership for the rest of Canada, the Green 
Plan proposed a Code of Environmental Stewardship for 
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the federal government. Federal departments and 
agencies must develop environmental action plans, and 
indicate how they will implement the code. They’! then 
have to report regularly on their progress. 


And this year, those federal departments and agencies 
are expected to implement policies and procedures for 
environmental auditing. The Green Plan clearly puts 
the onus on departments and agencies for establishing 
and carrying out this auditing function, in their 
respective areas of responsibility. 


An Environmental Auditor General? 


That decision was significant for me because in recent 
years, there has been an idea that my Office should 
become the home of Canada’s Environmental Auditor 
General. That idea came from parliamentarians, from 
environmental groups, and even from think tanks, who 
suggested that we be the environmental watchdog for all 
federal government activities. 


It’s a very flattering idea. However, I don’t see it as an 
entirely appropriate role. It’s true that over the years 
my Office has examined and reported on a number of 
environmental matters. And it’s also true that the basic 
techniques and methodology of auditing are the same 
whether you’ re auditing the environment or defence or 
transportation. But I believe that responsibility for 
environmental auditing as such, for frontline auditing, 
clearly belongs to individual government departments 
and agencies. 


That doesn’t mean we’re going to ignore the subject. 
My Office is already planning a government—wide 
review of environmental audit functions in federal 
departments. Moreover, environmental concerns will be 
an integral part of most federal government initiatives 
and programs. So almost everything we audit will have 
an environmental component. That’s also the case for 
internal auditors. 


The challenge for my Office will be to refine our role 
and determine just how we can audit environmental 
issues in the most effective and positive way. 


Environmental auditing 


I'd like to turn to the question of just what 
environmental auditing is, or should be. 


The environmental audit grew in the early 70s, first out 
of a desire to avoid legal liability, and then from the 
Securities and Exchange Commission (SEC) 
requirements in the U.S. to disclose for potential 
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investors the present and future costs of complying with 
environmental regulations. The concept has grown 
since then and now covers a broad range of 
management objectives that include environmental risk 
reduction and avoidance, monitoring, education, 
training and communications, as well as compliance. 


As aconcept, “environmental auditing” has been 
around for many years, but, at the moment, there seems 
to be no generally accepted definition of the expression. 
The most common theme, in all of the definitions I’ ve 
seen, is areference to compliance with legislation 
(municipal, provincial/state or federal) and internal 
policies and procedures. Compliance has generally 
been the major thrust of private sector environmental 
auditing. Recently, this compliance aspect has included 
elements of effectiveness assessment, in that 
management is assessing whether it’s doing the right 
things and doing them right. This applies even more 
strongly in the public sector, where many government 
programs and activities have specific environmental 
goals as their main objective. 


The expression “audit”, then, when used in the context 
of environmental audit, is interpreted widely. In 
practice, in many private and public sector 
organizations, environmental audit or monitoring 
activity has been set up as a separate function apart 
from any existing internal audit activity. Such 
environmental audit functions tend to become an 
operational control rather than an audit. This raises 
questions about the independence and objectivity of 
these environmental audits. 


Selection of audit issues 


Despite my reservations about being designated an 
environmental Auditor General, my Office has made 
many observations on environmental issues in recent 
years and will continue to do so, given the importance 
we attach to the subject. We have in the past chosen 
environmental matters for audit using the same criteria 
as for any audit issue, namely, materiality, risk, 
significance, auditability, and interest to legislators. 


In my first annual Report to Parliament last December, I 
told Parliament that the federal Department of the 
Environment has not sorted out with the provinces their 
respective responsibilities for enforcement activities, an 
area of shared jurisdiction. We also pointed to a lack of 
specific goals and deadlines in the Remedial Action 
Plans for the clean-up of the 42 ‘‘hot—spots” in the 
Great Lakes, 25 of which, incidentally, are in the United 
States. We told Parliament that this was slowing down 
progress in dealing with the serious toxic pollution of 


the Great Lakes. We also judged that the information 
prepared for both Parliament and the people on Great 
Lakes environmental matters, on both sides of our 
national boundary, was inadequate. In 1989 we noted 
that the Canadian Coast Guard had not developed the 
capability to deal with spills or accidents involving 
hazardous materials other than petroleum products. 


This is a small sample of the environmental issues we 
have reported in the last few years. 


Environmental audit responsibility 


We’re going to continue to audit those kinds of issues. 
However, environmental auditing per se in the 
government context is and should be the responsibility 
of individual government departments. A more 
appropriate role for my Office will be in auditing the 
work of the environmental auditors and keeping an eye 
on the broader picture, such as the regulatory process 
and education and enforcement activities. 


As an external auditor, I'd want to know whether the 
environmental audit function in government was 
Carrying out its responsibilities and whether any 
important issues were falling between the cracks. More 
importantly, is it carrying them out in a manner which 
we, as auditors, normally expect? Is it using standards 
of objectivity and professional competence and 
applying generally accepted auditing standards? 


And just where should the responsibility reside? It 
would seem logical that the environmental audit role is 
primarily one for already—established internal audit 
groups. However, this function is often independent of 
internal audit, and perhaps this is a lost opportunity for 
internal auditors. 


In many cases, the individuals working in the 
environmental auditing area have no audit training. 
That’s a problem that worries me. 


Lack of generally accepted auditing 
standards 


I’m also worried by the lack of a generally accepted 

definition of environmental auditing and the use (or 

non-use) of generally accepted auditing standards in 
this area by these environmental audit groups. 


For example, in terms of objectivity and the collection 
of evidence, the accepted standards of the auditing 
profession are certainly appropriate to environmental 
auditing. In many cases, however, it seems that these 
standards are not being applied. This has raised serious 
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questions in my mind about the quality and credibility 
of many of the environmental audits carried out within 
federal departments and agencies in my country. 


The “internal” type of environmental audit can 
nevertheless be seen as a valuable management tool for 
monitoring everything that helps the enterprise achieve 
the objectives set out in its environmental conduct code. 
Not only can it be used as a basis for taking remedial 
action or improving efficiency, where necessary, but it 
can also provide valuable assistance in reporting back to 
senior management and other stakeholders such as 
elected officials and boards of directors. Internal 
auditors have to play a key role in adapting standards to 
be useful for environmental audits. 


We should also be aware that international efforts are 
being made to set environmental standards, but that this 
is being done in a multidisciplinary mode — with little 
input from traditional audit groups. Not only might 
internal auditors be missing out on an opportunity here, 
but some observers feel that standards of environmental 
management and audit have potential trade 
implications. 


I hope that where environmental auditing has been 
established as a separate function, internal auditors will 
audit, or at least be in a position to constructively advise 
that function, and ensure that appropriate auditing 
standards are being applied. 


Pressures on internal auditors 


There’s another very important challenge to internal 
auditors in the environmental audit field, at least in the 
short term. You are going to have to overcome the 
pressures that may be placed on your function to avoid 
potentially contentious audits. There will inevitably be 
environmental audits that disclose liabilities and attract 
unfavourable public attention, although I would like to 
think that such audits could make it possible to prevent 
serious problems from occurring in the first place. 


Other more traditional issues brought up by internal 
audit, such as inadequate internal financial controls, go 
quietly to the audit committee of the Board of Directors. 
Something might occasionally leak into the public 
domain, but usually it goes no further than a directors’ 
meeting. In other words, the internal auditors’ reports 
remain relatively anonymous and shielded from public 
view. 


The findings of environmental audits, however, have the 
potential of becoming very public. This is because 
there are many “watchdogs” for a clean earth, such as 
environmental groups, the public, the media and even 


legislators. They may try to get access to 
environmental audit reports, hoping that the auditors 
will identify potential or actual health and safety 
concerns. That can lead, of course, to embarrassment 
— perhaps justly deserved — and to lawsuits and the 
significant liabilities often associated with them. 


There would also be serious implications for the bottom 
line, not necessarily from lawsuits but from pressure to 
invest in pollution or emission control systems. The 
pressure on internal audit, therefore, will be great. The 
natural inclination of most organizations is to minimize 
drawing attention to these issues wherever possible and 
to not report problems uncovered to regulatory 
agencies, even when required by law to do so. Senior 
management might also be tempted to suggest that 
internal auditors stay away from auditing particular 
areas that could generate unfavourable publicity and 
lead to litigation. 


That’s why I believe that the internal audit profession 
will have to meet significant challenges in this area in 
the coming years. 


Conclusion 


I don’t think Gerald Vinten was overstating the case in 
an Internal Auditor article when he said: “‘Internal audit 
can provide no more valuable service than ensuring the 
survival of the planet... If the ‘greening of audit’ 
becomes a pervasive reality, internal auditors will also 
be making a contribution to all of mankind.” 


The auditing profession in recent years has come under 
increasing scrutiny. Even without an expectation gap, it 
has had to pay increasing attention to its wider 
obligations to our society. Providing the expertise 
needed to develop environmental audits is an excellent 
means of helping fulfil this broader responsibility. 


In my view, this will be one of the major challenges of 
the 90s for internal as well as external auditors. It’s 
going to require skill, determination, innovation, and a 
thick skin. But I believe we’re up to the task.* 
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Speeches and Presentations 


The following is a list of speeches and presentations given by employees of the Office of the Auditor 
General of Canada. This list will be updated in subsequent issues. 


Audit and Evaluation: The Canadian Experience Michael Ryan IIR Conference — Program Evaluation in the Public 
Sector Sydney, Australia 6 April 1992 


Program Evaluation and Value-For—Money Audit Practice in Canada Michael Ryan Department of Social Services, 
Commonwealth of Australia, Canberra, Australia 14 April 1992 


Conducting an Efficiency Audit and Audit Interviewing Michael Ryan Efficiency Audit Course, Office of 
the Auditor General, Commonwealth of Australia, Canberra, Australia 15 April 1992 


Strengthening Federal Institutions L. Denis Desautels, FCA Barrie Rotary Club 6 May 1992 


Independence of Canada’s Auditor General Michael Ryan Joint Committee of Public Accounts, Parliament, 
Commonwealth of Australia, Canberra, Australia 27 May 1992 


Total Quality Management in the Public Sector L, Denis Desautels, FCA Institute of Governance Conference on 
Total Quality Management in the Public Sector 2 June 1992 


Role of the Auditor General L. Denis Desautels, FCA Mull Rotary Club JJ June 1992 
Information Systems Eric Antilla The University of Ottawa 16 June 1992 


Helping Departmental Managers Meet Their Objectives L. Denis Desautels, FCA Federal Government Heads 
of Internal Audit and Evaluation J17 June 1992 


Auditing State Enterprises: Current Issues Michael Ryan Annual Conference of Australian Audit Executives 
Kianna, New South Wales, Australia 17 June 1992 


Value-for-money Auditing L. Denis Desautels, FCA 10th Caribbean Conference of Accountants 19 June 1992 
Quality Management John Hitchinson Council of Federal Libraries 19 June 1992 


Environmental Auditing L. Denis Desautels, FCA 51st International Conference of the Institute of 
Internal Auditors 23 June 1992 


The Future Role of Corporate Audit Otte Brodtrick Ontario Hydro’s Audit Division 25 June 1992 
Government Accountability Ron Thompson Institute of Chartered Accountants of Ontario Conference June 1992 


Empowerment and Control—Finding the Balance Maria Barrados, Otto Brodtrick, and Jacques Goyer 
Public Accounts Committees and Auditors General of Canada 7 July 1992 


Effectiveness Evaluation and Audit Reform in Canada Maria Barrados Australian Evaluation Society, 
Melbourne, Australia 29 July 1992 


Perspectives on Effectiveness Auditing in Canada Maria Barrados National Audit Office, Canberra, 
Australia 31 July 1992 


Perspectives on Effectiveness Auditing in Canada Maria Barrados The Audit Office, Wellington, 
New Zealand 10 August 1992 


Internal Audit JL, Denis Desautels, FCA  Liinstitut des vérificateurs internes 16 September 1992 


Auditing Plain Language Marvin Schwartz Conference on Theory and Practice of Plain Language in Law, 
in Government and Business 22 October 1992 
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